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1936 


submit the following as a 


1v 


REPORTS 


THURSDAY, March 12, 1936. 


The Standing Committee on Agriculture and Colonization begs leave te 
submit the following as a 
First Report. 


Your Committee recommends:— 


1. That 500 copies in English and 200 copies in French of the Minutes of — 
the Proceedings and of the evidence before it, together with the papers, docu-— 
ments, and records to be incorporated with such evidence, be printed from day 
to day; and that Standing Order No. 64 be suspended in relation thereto. 


2. That it be empowered to appoint and employ and pay counsel to assist 
in the investigation now before it, and also to employ and pay auditors and 
- such experts as may be considered necessary. | 
3. That it be given leave to sit while the House is sitting. 
All of which is respectfully submitted. 
W. G. WEIR, 
Chairman. 


Tuurspay, March 12, 1936. 


The Standing Committee on Agriculture and Colonization begs leave to | 


SeconND REPORT. 


Your Committee is of the opinion that no advance in the price of agricul- © 
tural implements should be put into effect pending consideration of the subject — 
matter of the Order of Reference, namely, the consideration of the pede Prices ; 
of Agricultural Iniplements for 1936. i 


All of which is respectfully submitted. 
7 We'G.. WHER 


Chairman. 


LISRARY a 


MINUTES OF PROCEEDINGS 
Tuurspay, March 12, 1936. 


The Standing Committee on Agriculture and Colonization met this day at 
11 a:m. 


The Chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Beaubier, Bertrand (Prescott), Black (Chateau- 
guay-Huntingdon), Bouchard, Casselman, Clark (Hssex South), Cleaver, Coch- 
rane, Coldwell, Davidson, Donnelly, Dupuis, Evans, Golding, Graydon, Leader, 
Leclerc, Lennard, MacKinnon (Hdmonton West), Macphail (Miss), MacRae, 
McKenzie (Lambton-Kent), McLean (Melfort), McNevin (Victoria, Ont:), 


a Motherwell, Patterson, Perley (Quw’Appelle), Reid, Rennie, Ross (Middlesex), 


Rowe (Dufferin-Simcoe), Spence, Stirling, Taylor (Norfolk), Thompson, Tom- 
linson, Ward, Weir, and Johnston (Lake Centre)—29. 


The Chairman called the Committee to order and requested the Clerk of 
the Committee to read the Orders of Reference. 


Order of Reference read by the Clerk. 


The Chairman briefly outlined the subject-matter before the Committee, 
viz., the causes underlying the high prices of agricultural implements, and after 


discussion, the following resolutions were adopted:— 


On motion of Mr. Bertrand,— 


Resolved —That a Sub-committee of seven be appointed by the Chairman 
to arrange for the calling of suitable witnesses to be heard on this question. 


- On motion of Mr. Thorson,— 
Resolved,—That the Committee ask the House to empower it to employ 


‘and pay counsel to assist the Committee in the investigation now being con- 


sidered by it, and also to employ and to pay auditors, and such experts as may 
be considered necessary. 


On motion of Mr. Donnelly,— : 

Resolved,—That the Committee do report to the House and ask for leave 
to print 500 copies in English and 200 copies in French of its day to day Minutes 
and the Evidence of the Proceedings, together with papers and documents to be 
incorporated with such evidence. 


On motion of Mr. Tomlinson,— 
Resolved,—That the Committee ask the House for leave to sit while the 
House is sitting. 


On motion of Mr. Johnston (Lake Centre) — 


Resolved—That the Committee do report to the House as follows: Your 
Committee is of the opinion that no advance in agricultural implement prices 
for the year 1936 should be put into force pending consideration of thé resolution 
referred to your Committee. 

(This resolution was carried on division: Ayes 25, Nays 7.) 


_ The Committee then adjourned to meet again at the call of the Chair. 


WALTER HILL, 
Clerk of the Committee 


vi 


Turspay, March 17, 1936. 


The Standing Committee on Agriculture and Colonization met this day’ at 


Dak aM: 
The Chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Beaubier, Black (Chateauguay-Huntingdon) ,. 
Boulanger, Clark (Essex South), Cleaver, Coldwell, Davidson, Donnelly, Doug- 
las, Evans, Fontaine, ‘Gosselin, Johnston (Lake Centre), Lalonde, Leader, Leclerc, 
Lennard, MacKinnon (Hdmonton West), Macphail (Miss), MacRae, McKenzie 
(Lambton-Kent), McLean (Melfort), McNevin (Victoria, Ont.), Mitchell, 
Motherwell, Needham, Patterson, Perley (Qw’Appelle), Reid, Rennie, Rheaume, 
Roberge, Ross (Middlesex Hast), Senn, Spence, Stirling, Taylor (Norfolk), 
Thorson, Tomlinson, Turner, Ward, Weir.— (42). 


Minutes of previous meeting held on Thursday, March 12, read by the Clerk 
and declared adopted, and signed by the Chairman. 


Mr. Perley (Qu’Appelle) addressed the Committee on a question of privi- 
lege in relation to a press report of the previous meeting, and the Chairman in 
reply said that nothing had been given to the press by the committee ee 
and therefore the committee could not be.in any way responsible. 


The following motions were then adopted by the committee. 


On motion of Mr. J. F. Johnston (Lake Centre) — 


Resolved,—That commencing on March 17, 1936, and terminating when the 
committee decides that his services are no longer required, Mr. R. D. Graham, 
K.C., be engaged as Counsel, and that, during that period, he be paid the sum 
of $50 daily as fees, and, while employed in | Ottawa or elsewhere, he be se 
$10 daily for expenses. 


On motion of Mr. J. T. Thorson,— 


Resolved,—That, commencing on March 17, 1936, and terminating when the 
committee decides that his services are no longer required, Mr, Walter Mac- 
donald, C.A., be engaged as auditor, and that, during that period, he be paid the - 
sum of $50 daily as fees, and, while employed in Ottawa or elsewhere, he be 
paid $10 daily for expenses. 


On motion of Mr. Taylor,— 


Resolved—That representative witnesses of the Pe laral Implement 
firms doing business in Canada be summoned to appear before this committee 
to give evidence on the question now being considered by it when and as required. 


The Chairman named the following members as a sub-committee to arrange 
for suitable witnesses to be heard by the committee in accordance with the | 
resolution passed on March 12. Messrs. Bouchard, Johnston (Lake Centre), 
Needham, Perley (Qu’Appelle), Senn, Taylor (Norfolk), Thorson—(7). 


The committee then adjourned to meet again at the call of the Chair. 


WALTER HILL, 
| Clerk of the Committee. 


| vii 
Tuurspay, April 2, 1936 


The Standing Committee on Agriculture and Colonization met this day at 
11 a.m. 


| The Chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Beaubier, Bertrand (Prescott), Black (Chat- 
eauguay-Huntingdon), Casselman, Clark (Hssex South), Cochrane, Coldwell, 
Davidson, Donnelly, Douglas, Dupuis, Evans, Fafard, Furniss, Gardiner, Gold- 
ing, Graydon, Hayhurst, Johnston (Lake Centre), Lalonde, Leader, MacKinnon, 
(Edmonton West), Macphail (Miss), McLean (Melfort), McNevin, Mitchell, 
Motherwell, Needham, Patterson, Perley (Qu’Appelle), Rennie, Robichaud, 
Ross (Middlesex Hast), Rowe (Dufferin-Simcoe), Senn, Spence, Taylor (Nor- 
folk), Thompson, Thorson, Tomlinson, Turner, Ward, Weir.—(43). ~ 


. In attendance, Mr. R. T. Graham, K.C., Counsel, and Mr. Walter Mac- 
donald, C.A., Auditor. ) 


Minutes of previous meeting held March 17 read and approved. 


The Chairman informed the committee that the meeting had been called 
for the purpose of presenting to it an Interim report of the Committee Counsel, 
Mr. R. T. Graham, K.C., and to outline the proposed procedure of Mr. Walter 
Macdonald, C.A., Auditor, in relation to the investigation. Mr. R. T. Graham 
then read the report to the committee. 


Ordered: That the clerk do print same as Appendix No. 1 to the proceed- 


ings, and also to print 150 copies of report for the use of the committee as soon 
_as possible. 


The committee then adjourned to meet again at the call of the Chair. 


WALTER HILL, 
Clerk of the Committee. 


Tuurspay, May 7, 1936. 


The Standing Committee on Agriculture and Colonization met this day at 
11 a.m. 


The Chairman, Mr. Weir, presided. 


Members present: Messrs. Beaubier, Bertrand (Prescott), Black (Chateau- 
guay-Huntingdon), Bouchard, Clark, (Hssex South), Cleaver, Coldwell, Don- 
nelly, Douglas, Dupuis, Evans, Fafard, Fontaine, Fraser, Furniss, Gardiner, 
Golding, Graydon, Hayhurst, Johnston (Lake Centre), Leader, Lennard, Mac- 
Kinnon (Edmonton West), Maclean (Prince), Macphail (Miss), McKenzie 
(Lambton West), McLean (Melfort), McNevin, Mitchell, Motherwell, Need- 
ham, Perley (Qu’Appelle), Reid, Robichaud, Ross (Moose Jaw), Senn, Spence, 
Stirling, Thorson, Taylor (Norfolk), Thompson, Tomlinson, Turner, Ward, Weir. 


In attendance, Mr. R. T. Graham, K.C., Counsel, and Mr. Walter Mac- 
donald, C.A., Auditor. 


Minutes of meeting held April 2, read and approved. 


| vill 

Mr. R. T. Graham, K.C., presented a report on the work done by Mr. 
Macdonald and himself, in relation to the inquiry up to date. 

On motion of Mr. Thorson. 


FResolved,—That the report of the counsel to the committee be printed 
as Appendix No, 2. | : 


Dr. J. F. Booth, Chief of the Economics Branch of the Department of Agri- 
culture, was called, sworn and examined. Witness retired. 


The committee then adjourned to meet to-morrow, Friday, May 8, at 11 a.m. - 


WALTER HILL, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovusgb oF COMMONS, 
Room 231, 
May 7, 1986. 


The Select Standing Committee on Agriculture and Colonization appointed 


to inquire into the prices of agricultural implements met at 11 o’clock, Mr. Weir, 


the chairman, presided. 


The CuamrmMan: Gentlemen, I think we have a quorum here. I might say 
in passing that I have received on behalf of the committee an invitation from 
Dr. Archibald to visit the Experimental Farm, and the committee can decide 
when it will take advantage of the invitation. 

) You recall that at our last meeting Mr. Graham, our counsel, presented 
what was looked upon as an interim report and indicated the scope of the 


investigation. The committee desired that to be made part of the evidence. 
Since that time Mr. Graham and the auditor, Mr. Macdonald, have been fol- 


lowing out these details and have been attempting to gather any information 
which they feel this committee will require. The departmental information 
is fairly well completed, and we are prepared to -proceed with that. This 
morning we will have some of the departmental officials here to give us infor- 


mation which will be of value to this committee as we go along. There is 


one point in connection with the material supplied by the departmental offi- 
cials which I should like to bring to your attention. Some of it is voluminous, 
part of it is taken from the official records of the government and is already in 
departmental records. My view is that it need not be printed in the evidence, 
but should be filed with the clerk of the committee. Probably we can deal 
with these things as we go along. 

Now, I suppose you would like to have a further report from Mr. Graham, 
committee counsel, before we proceed further; but before Mr. Graham ad- 
dresses you I would like to remind you that practically the same kind of 
inquiry as ours is being conducted to-day by a committee of the United States 
Congress, and from the evidence presented there it would seem that our prob- 
lem is the same as theirs. The same statements are being made by farm 
organizations and farm people with regard to the price of implements. We 
are attempting to follow that inquiry closely and have got some information 
from it already. However, they think it will require one year to complete 
their inquiry, and they are using a staff of fifty people to do the job. We will 
not hear Mr. Graham’s statement. 

(Counsel’s statement appears as appendix A to this day’s evidence). 

Discussion followed. 

The CuHarrman: Now, gentlemen, Dr. Booth is here and he has made 


careful study of many matters which are of interest to this committee, and he 
is prepared to give us a complete statement of the farm implement industry. 


Personally I would like to see the committee get along and get some of this 


information on record so that we will be in a position to know what we are 
doing. We wil! call Dr. Booth. 


Dr. J. F. Booru, sworn. 


By Mr. Graham, K.C.: 
Q. Dr. Booth, may I ask you what your position is?—A. I am chief of the 


economics branch of the Department of Agriculture. 


1 
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Q. And am I correct in saying that the material which you propose to sive 
to the committee this morning could be divided into three departments, or three 
divisions?—A. Yes, I think that might be so. 

Q. The first Aiton would be a brief summary of the development of 
Canadian agriculture, including reference to the contribution of machinery 
in the development of the west?—A. Yes. 


Q. Secondly, an estimate of the requirements of agricultural implements? 
—A. That would probably be the third section. 


Q. And then the second section—what would you call that—the effect of 


farmers’ incomes on the purchase of farm machinery?—A. Yes. 

Q. Will you proceed?—A. In his preliminary report to you outlining the 
possible scope of the inquiry your counsel, Mr, R. T. Graham, K.C., included a 
section under the heading of “ agriculture’ in which the importance of farm 


machinery and its relation to the economic condition of agriculture is listed for — 


discussion. 


It was thought that such a discussion might well come early in the inquiry 
as it should provide a suitable foundation for much that will follow. The 
task of introducing this phase of the inquiry was assigned to me and I propose 
to deal with the matter under the heading “a brief summary of Canadian agri- 
cultural development with particular reference to the contribution .of faa 
machinery.” | 


(1) A more detailed discussion of this subject is contained in a paper 


“Some Economic Effects of Mechanization of Canadian Farms with ~ 
particular reference to the Spring Wheat Area” by the writer, published - 
in The Proceedings of the World’s Grain Exhibition and Conference, i 


1933, 


Included in this statement will be a section dealing with machinery purchases 
, and the relationship existing between the prices of farm products and farm 
machinery. It is expected that others will deal more fully with several phases 
that can only be introduced at this time. 


Value of Farm Production. 


For the purposes of this discussion and later reference by members of the 
committee certain tables dealing with farm production are here given. The 
first of these gives the value of all farm products for the census years 1900 to 
1930 inclusive. In order to eliminate the effect of changing prices the values 
for each year, column 3, have been divided by the index of prices for that year 


in terms of 1926 prices. This, in effect gives us the value that would have 


obtained if the volume each year had been sold at prices prevailing in 1926. 
In other words it gives us a rough index of the volume of production. 


TasLE 1—Total Value of Agricultural Products , 
? Value in terms 


Year Total value of 1926 prices. 
ROO te ya he. ire daae, MON Ragman ea eon 47 805 $ 663,820,337 
TESTE Nae Uber RR ADS Ieee cen i We 725,292,375 1,200.815,100 
POD Gdynia. St rs) sR ae A hh 1,507,920,756 933,119,200 
OBO i Ga ie AM ate ream a eae a ican 1,262,047,000 1,533,471,000 
RET SS tea emi ROR AR BV amOR i Pek Pt Bot 943,081,000 1,487,509,000: 


In Table 2 the same information is given for field crops and in this instance 
the data carry us back to 1870. In the next table the acreage and production 


of wheat are given. 


(1) Data for 1900-1920 from Sixth ‘Census of Canada, Volume 5, 1921, p. XXXIX. Uparhar 
for succeeding years from Canada Year Book and Monthly Bulletin of Agricultural Statistics, 


January, 1936. The latter represent gross annual agricultural revenue. 
Hered. Fs Booth.) 
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By Mr. Graham: 


. Q. I wonder if, before you leave table 1, you will tell us why you selected 
the year 1926 as the year which you use as the index year?—A. Well, Mr. 
Graham, a study of agricultural index numbers is usually based on 1926 or 
1918, or the period of 1910 or 1914. It so happens that a good deal of our 
material was on a 1926 base, and in order to make use of it in the short time 
at our disposal we simply went ahead and built on the 1926 base. The com- 
parison would be the same on the 1913 bases—the same relative basis. 

Q. Now, doctor, before you leave that, I want to ask you something with 
regard to the values of agricultural products. Are these the wholesale values 
or the values to the farmer?—-A. The values in table 1 are at farm prices but 
indexes of prices are for wholesale markets. The latter not farm prices. At 
the present time we have no index of the prices paid by farmers or received 
by farmers. 


By Mr. Malcolm McLean: 


Q. They are not factory costs, are they?—A. No, they are not factory 
costs. 

Q. What are they?—A. They are the prices at the wholesale market to 
which the product first goes—Winnipeg, for instance, in the case of grain and 
live stock, and Toronto in the case of live stock. 


By Mr. Thorson: 


Q. Would it be Fort William in the case of wheat?—A. Fort William basis, 
Winnipeg quotations. 


By Mr. Senn: 


Q. Would these figures include the value of farm products which are con- 
sumed on the farm and never reach the market?—-A. These are the total values, 
the gross agricultural revenue figures and census results. They include the 
portion of agricultural products that are consumed at home in the production 
of further agricultural products. | 

Q. There would be some duplication, would there?—A. Yes. 

@. The value of fodder crops would be included there and also the value 
of cattle?—-A. Yes, that is so. We have no index of the net return prior to 1929 
or 1930, and, consequently, we are obliged to use the gross revenue; but for 
index purposes there would be relatively little difference. 


By Mr. Thorson: 


Q. You say that the total value would include, for instance, the value of 
fodder crops and also the value of cattle?—A. Yes. 


By Mr. Cleaver: 


Q. Could you tell me the amount by which these figures are actually 
increased over what the farmer got?—-A. The net figures in recent years have 
been about 60 per cent of the gross. 


By Mr. Thorson: 


Q. Will you explain how these headings are arrived at?—A. This is very 
much the same as the previous table except that it is confined to field crops; 
and again these values have been adjusted to 1926 prices in order to give a 
fairer measure of comparison. 

Q. Will you explain how that was done?—A. It is done by dividing the 
total value each year by the index of prices that year in terms of 1926. 
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By Mr. Mitchell: 


Q. Would it be fair to assume there is no duplication in this one dora a 


with field crops alone, such as there was in the other where all agricultural 
products were concerned? For instance, in the first table fodder crops and the 
animals to which they were fed were included?—A. Unless you include the 
element of seed. I am not sure whether the element of seed enters into i1t?—_ 
seed used for the succeding crop. 


By Mr. Perley: 


Q. That is the average per year for the ten year period, is it?—A. No. 
These are the results for the census years. 
Q. It would cover the ten year period?—A. No. 


By Mr. Thorson: 


Q. Are these figures taken from the census returns?—A. Yes; except in 
1935 in which case it is the gross agricultural revenue computed by the Domin- 
ion Bureau of Statistics. 

Q. Then, the first table gives the value in terms of dollars in that particu- 
lar year, and the second table gives the value in terms of the index of 1926?— 
A. Yes. It is what the product sold in this year would have brought at 1926 
prices. The next table, table 3, shows the acreage in the production of wheat. 

@. Are these tables in the manuscript?—A. Yes, they are. I am going to 
show some charts later on which are not in the manuscript; but the tables | 
on which the charts are based are in the manuscript. | 

The significant thing in each of these tables is the increase in output. Pro-_ 
duction, in terms of volume, (table 1, col. 3), more than doubled between 1900 
and 1930. The output of all field crops (table 2, col. 3) between 1870 and 1930 
increased nearly sixfold—the acreage of wheat (table 3) was fifteen times as 
great. 


Canada Year Book, Dominion Bureau of Statistics, Ottawa, 1932, p. XXXIV, and Ny 
Bulletin of Agricultural Statistics, June, 1936. 


TABLE 2.—Value of Field Crops, 1870-1930. 
Values in terms 


Year Total value. of 1926 prices. 
LEW A LENORE eran CONN trae NO ie Teoh ON RL MD ya $111,116,606 $140,476,115 
1880.. Lae td ali sy 155,277,427 214,768,225 
1890... 194,766,934 327,339,385 
1900... 237 ,682),285 432,936,765 
191638 384,531,795 636,642,044 . 
1920.. .. 933,045,936 598,490,016 
1930.. 682,040,900 945,772,714 
1935. 506,613,900 887, 240, 000 


Data for years 1870-1920 from census reports, those for succeeding years from Canada Year. 
Book and Monthly Bulletin of Agricultural Statistics, January, 1936, 


TABLE 3—Total Amount of Wheat Produced in Canada, 1870-1930 © : 


Year Acres. Bushels~ 
T8710: 1,646,781 16,723,873 
1880. . 2,366,554 32,350 269 
OSE] Beams merce NCUA a mass Shale g Coy cane aia 2,70:15;213 42,223 (872 
U5) 01 A Vale SRM He ANE eatin ot ed An LA ah 4,224,542 55,572 868 
1910... | hea Aeepetaes GMa 8,884,514 132,077{547 
1920.. 17,835,734 226,509,411 
1930.. 24,898,000 420 672, 000 
1933.. 24,115,700 vA ge 339 (000 


Factors Responsible for Increase. 


Let us turn now to a consideration of the factors responsible for this increase 
in output. These include improvements in cultural practices, the development of 
new and improved varieties and strains of plants, reduction in loss attributable to. 


Dr. J. F. Booth. ] 
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insects and diseases, more and better live stock and greater efficiency in their care 
and feeding, and others. However, a considerable part of the increase, perhaps 
the major part, has resulted from increases in the number of farms and area of 
production. 

In the accompanying table the numbers of farms, average size and acreage 
of improved land as reported for each of the census years since 1871 are given. 


TaBLe 4.—Size of farms and acreage of improved land per farm in Canada, 1871-1931. 
1871-192] number of farms and average size from “The Economy of Machine Production 
in Agriculture,’ Andrew Stewart, Essays on Canadian Economic Problems Vol. IV, Royal 
Bank of Canada. Average area ‘improved land from census reports 1921; data for 1931 
from preliminary census report on number of farms, etc. 


Average 

. Average area 

Year Number size improved 
: of farms (acres) (acres) 
OR cake ot Biers al tt ARENA i pa UR a 367 ,8162 97.9) ay 

ROO Pees veeyane pe: coey. cal) "poten uRtye aE en Mt ak sage aI tatNd 464,025 97.7 Hoven 
LS Mes Ay a0 Ai Oa ae OR leh el SN MEAN a 620,486 or aw] MESH AL§ 
Uo Bob Tala ied SES GES RO kate Bo a RE Ra AD 544,688 124.1 59.0: 
UR tan te air i i aNd agelemne OS Wyk OL CN Ao AN 713,070 159.6 is 
SEER Ps a NOR aes da et ROR ve Msg AR EA 711,090: 198.0 99.4 
eee MMM Te: ah antl va SR e Remains ted Vitae eT Guns ip Gin Saher 728,664 224.5 LV fave 


The number of farms has increased approximately 100 per cent while the 
average size and area of improved land have both considerably more than doubled. 
The combination of these three factors is responsible for most of the sixfold 
increase in production already referred to. 


The explanation for this increase is of course mainly to be found in the 
application of machine production to agriculture. The number of farms would, 
it is true, have increased without the introduction of improved machinery but 
the increase would not have been nearly as great as that shown. The increase in 
size and area of crop land is almost directly attributable to machine methods of 
production. Most of this increase has occurred since the turn of the century and 
the area most affected has been the prairie section of Western Canada, where 
topography and other factors provided conditions suitable for a mechanized 
agriculture. In Saskatchewan, for example, where such conditions prevail, the 
area of “improved land” per farm increased from 83-5 acres in 1901 to 246 
acres in 19381. 

These changes have been effected with no appreciable increase in the number 
of workers on farms. The number of persons gainfully employed in agriculture 
was 1:45 per farm in 1881, 1-31 in 1901 and 1-55 in 1931. In 1881 there were 
53-07 acres of improved land per worker while for 1931 the figure stood at 76:01 
acres. The acreage per worker in the grain-producing regions of the west is 
even greater. 

One of the economic effects of mechanization in agriculture as elsewhere has 
been the reduction of human labour required for production. A publication 
issued by the United States Department of Agriculture released in 1933 placed 
the approximate labour requirements for the major operations in the production 
of one acre of wheat (20 bushels) in 1930 at 57:7 hours, that for 1898 in the 
winter wheat belt at 8-8 hours, and for 1930 in the Great Plains area at 3-3 
hours. The estimate for 1930 would apply to conditions of production at that 
time in eastern Canada, that for 1896 would fit Manitoba conditions of that time, 
fairly well, while the 1930 estimate would apply to production on the open plains 
of Saskatchewan and Alberta where tractors. and combine-harvesters are in 
general use. Assuming that the calculation for 1930 is approximately the same 
for all cereal grains it would require the efforts of all of the farmers of Canada 
toiling at the rate of 10 hours per day for 150 days to produce the crop of these 
grains harvested in the province of Saskatchewan alone in 1935 if the methods 
prevailing a hundred years ago were still in vogue. 
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Purchases of Machinery ss Ae: a 

To achieve the results thus briefly enumerated manufacturers have ene: 
tributed and farmers have purchased many hundreds of millions of dollars worth 
of machinery. The value of such as reported by farmers for representative years 
since 1885 is shown in Table 5. 


Data for 1885-1921 from “The Economic of Machine Production in Agriculture,” Andrew; 
Stewart, Royal Bank of Canada Essay Competition. Data for 1931 from the census. 


TABLE 5—-Value of machinery on Canadian farms 
Total y 


ota Value Value Value 
Year value per worker per farm per acre 
MSS esc s NL One Sis ial ees Tae 
iOS ee eu Sa ee aI 50,944,385 poe eset Raine 
Cys UE Ua ar PA SEAN 108,665,502 $151.5 $215 $41.71 
OTR ee BS oN aay Foal dt aa Re a) a a 275-2 377 2.36 
REP AI Se RNR SEAR lea eaaehoa th 665,180,416 638 .6 935 4.72 
Revere cu ieee eh cuman tense mee 650,664,000 576.4 893 3.98 


By Mr. Graham: 


Q. Those values would be census figures?—A. Yes, census values. 
‘Q. And they would be the value placed at the time the census was taken?— 
A. Yes. 
By Mr. Mitchell: 


@. Would that be the value placed by the farmer himself? A ‘Yes. 


By Mr. Graham: 


Q. Whether it was old or new, or in whatever condition?—A. Yes. 

Q. These are not the prices paid by farmers for the machines; it is the 
value placed by the farmer on the machines when the census was taken?— 
oi OS: 


Mr. Donnetiy: It would be based on the price paid by the farmer, would 
it not? . 
t By Mr. Thorson: 
i Q. In all likelihood, it would be less than the price the farmer had actually 
paid for the machine, would it not?—A. Yes. 1 would think it would be con- 
siderably less. . 
It will be noted that the inerease has been rapid since the opening of the 
century, the total being $650,664,000 in 1931. You will notice that the real 
increase begins only about 1901. 


@. Does that coincide with the period of immigration?—A. | think it does 
pretty closely, yes. 

The reduction in 1931 compared with the figure of a decade previous is 
difficult to account for inasmuch as the estimate in both cases reflect depression 
prices. However, the answer is probably to be found in the fact that in the 
latter case we were well advanced in the second year of declining prices whereas 
in 1921 less than a year of depression conditions had been experienced at the 
time the census was taken. The lower values in 1931 were reported by the 
eastern provinces, the Prairie Provinces indicating a net gain of $13,320,367 for | 
the decade due to a larger number of farms. 

In 1921 there were 47,455 tractors on farms and in 1931, 105,269. Along 
with this increase in use of tractors came increased dependence upon trucks and 
automobiles. In 1921 there were 157,022 such vehicles on the 711,090 farms or 
about one to every four farms. In 1931, with trucks recorded separately at 
48,402 and automobiles numbering 321,276 there was a motor vehicle for every . 
two farms. Actually 305,364 farms reported cars and 46,366 reported trucks. 


-[Dr. J. F. Booth.] 
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Following the advent of the tractor came that of the modern combine- 
thresher, an adaption of a machine in use elsewhere at an earlier period. The 
combine, although introduced to Western Canada as recently as 1922, was 
found on 8,759 farms to the number of 8,925 in 1931. 


By Mr. Senn: 

-Q. Would you explain the value per acre?—A. I am sorry there has 
been an error made in preparing this portion of the chart; there should be a 
decimal point after the first figure. It should read $1.71 for 1901. 

. Are tractors and motor vehicles included in that chart as farm miachin- 


-ery?—A. Yes. 


Competition Determines Machinery Requirements 


While the development of agriculture, particularly that of the west, 
has been greatly facilitated by the evolution of modern machinery and 
power equipment, it must be borne in mind that the purchase of such 
equipment has imposed a heavy burden upon farmers. 

Farmers, those of the west in particular, are sometimes eriticized 
for their expenditures on farm machinery. At the present time and for 
some years past they have been carrying rather heavy debts necessitated 
by such purchases. Some less conversant with the situation than the 
members of this committee may feel that this expenditure and resulting 
indebtedness was unnecessary. Some have said that the wheat farmer 
has been extravagant in this regard. The same might be said of farmers 
in any branch of the industry where the introduction of new machinery 
has made new methods of farming necessary but the magnitude of 
developments in the west has at times focused attention on activities 
there. | 

The expansion of grain production in Western Canada has, as 
intimated, been made possible in very large measure by the development 
and introduction of machinery suitable to large scale production. When 
new equipment or new methods are introduced farmers must of necessity 
purchase such equipment or cease farming. Competition makes this 
inevitable. Agriculture is no different in this respect to other industries. 


By Mr. Bouchard: 


Q. Agriculture in the West is highly mechanized, but not generally ?—A. 
I think the statement is true generally, but probably the effect of mechanization 
has been felt in western Canada more than elsewhere. Then:— 


The introduction of new equipment or new processes is possible in 
an old established industry without too serious a burden of indebtedness 
but to an industry struggling to establish itself added expenditures for 
new equipment become particularly burdensome. The existence of 
indebtedness does not preclude the necessity of adding more debt in 
order to continue in business under such circumstances. 


An Hon. Member: 


Q. Have you any figures as to the debt outstanding at the present time? 
—A. It is possible that something may be brought out on that point by another 
witness. I have not attempted to deal with it. Then:— 


The heavy expenditures for new machinery during the period prior 
to and following the world war are very largely the result of this develop- 
ment. 

The experiences of Western Canada in this respect are similar to 
those obtaining elsewhere. At the present time much is being written 
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concerning the introduction of a machine for the picking of cotton. i ~ 


this machine proves successful it will be adopted in the cotton area of 
Australia, and a rapid expansion is expected to take place. It will also 
make possible a more rapid development in the western section of the 


United States cotton belt where topography and other conditions make 4 


the use of such a machine possible. The farmers of Australia will go 


into debt for both land and equipment to undertake this new type of — 
farming. The farmers of the Western portion of the United States cotton ~ 


belt will of necessity increase their indebtedness in order to purchase the 
new machine. The cotton producers of the older section of the United 
States where topography and other factors prevent the adoption of such 
equipment will find themselves at a greater disadvantage and a shift 
in production will take place. 


By Hon. Mr. Gardiner: 


@. Who bears the expense of establishing whether a new machine re 
is efficient to perform the service it is expected to perform?—-A. Who bears the 
cost of experimental activity? 

@. Yes. You conveyed the impression that the farmer cannot succeed 
unless he adopts new machinery. How is it determined whether that new 
machinery which comes on the market is going to assist the farmer or not 


going to assist him?—A. I understand that the various implement companies — 
do a great deal of experimental work prior to the introduction of new machinery, ~ 


but I am inclined to think that the farmer himself experiments a good deal. 


Mr. Mircueuu: The ultimate consumer pays the cost of the experimentation. — 


By Mr. hove: 


Q. The cost of experimentation eventually enters into the price the eae 
must pay?—A. Yes, and also I would think that the machines as a rule are not 


perfect when introduced, and there is a considerable amount of experimenting 


done by farmers and the machinery companies benefit therefrom and alter the 
models in future accordingly. 


By Mr. Senn: 
Q. Dr. Booth, in regard to the introduction of labour-saving machinery you 
made an estimate a short time ago of the number of men and the length of time 
it took to produce the 1930 crop if there had not been this modern machinery. 


From that estimate could you give us an estimate of how many dollars worth of. 


machinery it took to replace a man?—A. No. I could not. Of course, it would be - 
very interesting to follow that up and find out how many of the displaced _ 


workers were employed in the production of agricultural implements, and so on, 
but we have not done that. 


¥ 


By Mr. McLean: 
Q. On that point, Dr. Booth, how many men are working in agen 


to-day as compared with the seventies? I thought you said there were twice as 


many workers employed?—A. No; there is only a slight change. 


Q. A slight change in the number of people working in agriculture? —A. i 


Per farm, yes. 


Q. But the total?—-A. I cannot tell you as to the total, but in the earlier ie 


period, forty or fifty years ago, approximately 48 per cent to 50 per cent of all 


gainfully employed people were engaged in agriculture, and to-day ee about | 


28 per cent are so employed. 


Q. The statement has been made that machinery has displaced many men, 


and I want to know how many men are working in agriculture to-day as against Lok 


.[Dr. J. F. Booth.] . ; mai 
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the time when machinery was introduced in the seventies?—A. Approximately 
twice as many, because the number of workers per farm has not changed very 
much, and there are twice as many farms to-day. 
Q. Then nobody has been displaced? (No response). 
Mr. MircHe.u: There are twice as many farms. 
Mr. Tuorson: It is a matter of economic inference. 


By Hon. Mr. Gardiner: | . i 
Q. Had it not been for the introduction of machinery you could not have 
extended agriculture into many of the areas in Canada?—A. That is true. 
Q. Through the introduction of machinery we have been able to double the 
number of farms, and by doubling the number of farms the number of persons 
employed in agriculture was doubled? (No response). | 


By Mr. Mitchell: 
- Q. Has there been any increase in production?—A. A six-fold increase in 
field crops since 1870. | 7 
Q. Do you attribute that increase largely to the introduction of machinery? 
—A. I think it is fair to attribute a large part of it to the introduction of 
machinery. | Sale 
Hon. Mr. Garpiner: Leaving out of consideration the number of people 
employed in producing the machinery. | | 


By Mr. McLean: 

Q. So that the people who are employed have six times as much.wealth as 
they formerly had as the result of the introduction of machinery?—A. Yes, six 
times as much has been produced but this has not meant six times as much wealth 
to the individual. mis 

The CuHatrmMan: I think Dr. Booth should be allowed to conclude the reading 
of his statement before he is questioned further. 

The Witness: Then:— eC Sa 

This has been the experience of agriculture for generations and will 
always. continue to be so. What has been said of machinery applies, of 
course, to land as well. The introduction of new equipment makes 
possible the use of new land. Expenditures for equipment mean expend- 
itures for more land. The Homestead Act provided for the granting of 
160 acres of land to anyone who cared to settle in certain portions of the 
country and undertake‘ certain minimum requirements. The acreage 
decided upon was in keeping with the agriculture of the time and probably 
was sufficient under existing conditions to provide a comfortable living 
for a farm family. Some years later it became evident that the acreage 
of the original homestead in Western Canada was not sufficient to meet 
the needs of a changing agriculture—a half section then became the 
standard for a family farm. Within the past two decades, with the 
introduction of the tractor and combine-harvester, and other machinery 
suitable for use with the tractor, acreage requirements have increased 
accordingly. The half section farm, although suitable in. many areas 
where the type of agriculture is not. so dependent upon the purchase of 
such equipment, is too small in those areas where the most advanced 
methods of grain production can be adopted. 

The contribution to the development of the nation made possible 
by the evolution of machinery has come only with the acceptance of 
financial obligations on the part of farmers, which, though possible of 
settlement under price conditions prevailing at the time the purchases 

- were made, could not be disposed of under price levels prevailing in recent 
years. sto 
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_ Indexes of Farm Products, Farm Machinery, ad Purchasing Power 7 


The preceding sections have dealt with the development of Canadian — 
agriculture and the contribution made thereto by farm machinery. It 
now seems pertinent to analyse in more detail the actual purchases of | 
machinery by farmers and the conditions that contribute to the volume 
of such purchases. The first of the several tables dealing with this phase 
of the discussion presents the indexes of the prices of farm products and — 
farm machinery in Canada from 1920 to 1935, together with an index 
indicating the “purchasing power” or relative quantities of farm products 
required from year to year to purchase the selected group of aves bes 
represented in the Dominion Bureau of Statistics index. | 


PRICES on FARM noe ano FARM MACHINERY 


de Farm Proottcers 


1920 (192) (1922 1923 1924 1925 1926 1927 [928 1929 1450 (431i 1932 1933 1934 1935 | 


CHART No. 1 


In case some members of the committee are not able to see this share 
plainly may I state that the heavy black line represents the index of farm 
products prices. This broken line represents the index of farm machinery 
prices, and the red line represents the index of quantity of farm products 
required to purchase the selected group of farm machinery. isbn 
it goes so high that it goes off our chart. 


By Mr. Thorson: 


Q. Will these charts be pam The tables on which the nee are 


based are contained in the memorandum, but. I have not had time to prepare 
the charts for printing. If it is the desire of the committee we can prepare oh 


By Mr. McLean: 


Q. Are these cross lines in figures of ten?—A. Yes, the index begins at 40 


and is carried on up. at intervals of 10 points. 


{Dr. J. F. Booth.] 
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“Mr. Tuorson: I would think it would be very desirable to have these charts 


included 3 in the record. 


The CuairMAn: I suppose it can be done if that is the wish of the committee. 


TABLE 6.—Index of Prices of Farm Products and Farm Machinery in Canada, 1920-1935 


! } Machine Prices 
Prices of Machinery in Terms of 


Year Farm Products? Prices? Farm Prices 
AD Ma yeee teat MA richie te cer Ni) ecu eN ae 161.6 98.5 61.0 
OD aera enld dived. cest Te Ar etakroretie a 102.8 119.2 116.0 
Ey FR EE SALT SiN OA ef 86.7 98.7 113.8 
MOD Seed ney ate ORNS nS, RU Ly saan Weyl. 79.8 100.0 T2513 
1 hte AER os he Mm aR WS athe 87.0 110.90 126.4 
1 ei Sa an A RM Ve Ue ae 100.4 100.6 100.2 
OZ Ore eire tae ete ge Pe lant Te ba class teak 100.0 100.0 100.0 
RS Ie eA RO AM a eA CLAY lA BS eg 102.1 100.3 98 .2 
HORS Roe atach eve Buch assem Mh ey aNd Ka 100.7 100.1 99.4 
LE ots SEA RT AS BR ea Eales a 100.8 99.8 99.1 
Meee Rennie oi satel he daratecp nals Taree Rees 82.3 97 .4 113).3 
LACE ASE HARI AIRS Rap SA a eM 56.3 97.7 173.5 
PET Reem ia lage iat ny KUEN palit an 48.4 97.7 201.8 © 
Py hice Gp earth atin nce ahe eee 51.0. 93 .2 182.7 
| ANS 20S PRE EOP MCLE OT MP AOR ot ORE DUE 59.0 93.1 157.7 
TOSS a SD Ltctey -ateay ena leeter ar 63.4 90.2 142.2 


1 Wholesale prices of Canadian products of farm origin only. See prices and price indexes, 
1913-1934, page 52, and monthly mimeographs, 1934 and 1935. 

2 Basic prices from Dominion Bureau of Statistics, index weighted aecording to numbers 
of individual machines on farms, Saskatchewan Farm Management studies. 


Witness: Then: 

The first. thing that strikes one in studying these series of data is the 
relative stability of the machinery price index and the extreme variations 
in the index of the prices of farm products. The latter, starting with a 
high of 161-6 in 1920 in terms of 1926 as 100, iets to a low of 79-8 in 

¢ 1923. 


By Mr. Graham: 
Q. Against those are the wholesale prices?—-A. Yes, the farm price is 
actually lower. Then:— 
.remained around the level of the base year from 1925 to 1929, and 
then declined drastically to a low of 48.4 in 1932. From that point there 
has been a substantial recovery to date. 


By Mr. Donnelly: 
Q. Is that what the farmer pays or what the factory charges?—A. This is 
the index of prices quoted by the Dominion Bureau of Statistics. I am told 


_ they represent. retail prices. 


Wirness: Then:— 

The index of machinery prices calculated on the same base has, on 
the contrary, shown relatively little variation. The high point was 
reached in 1921 and thereafter the index varied between extremes of 10 
points above or below the level of 1926. 


By Hon. Mr. Gardiner: 


Q. Would it not be the price at Winnipeg, Regina or some other point?—A. 
I am told they are retail prices Regina territory; but so far as the index is 
‘concerned it would not make very much difference whether it were retail or 
otherwise. | 
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By Mr. McLean: 


Q. It would make a differenée in the height to which the red line ace z 
have to go up if you were speaking of the retail price?—A. No; it would not | 
make any difference. 

Q. Would it not make any more wheat?—(No response). 


The CHAIRMAN: We will get it corrected. 
Witness: These are not actual prices. 


By Mr. McLean: 


Q. They are indexes?—A. Yes, based on a percentage of a ‘certain price, 
and I do not think it would make any difference in that respect. 


By Mr. Graham: 
Q. They are relative prices?—A. Yes. Then:— 


From 1929 to 1932 the decline was from 99.8 or 2.1 points, while 
during the same period the index of the prices of farm products declined 
from 100-8 to 48-4 or 52-4 points. Since 19382 machinery prices have 
declined another 7.5 points while the ae of farm products pave 3 
increased 15 points. 


The 1926 increase in prices is not included in the chart. 
The effect of the difference in sales policies pursued by farmers as 
compared with those of farm machinery manufacturers will be brought 
- out in the next session. In the meantime attention is drawn to the fact — 
| that during ten out of the sixteen years represented in this chart farm 
_ prices were at a relative disadvantage in purchasing power. The extreme 
| disparity was experienced in 1982 when it required slightly more than 
twice the quantity of farm products to purchase a stated group of farm 
machinery as was the case in 1926. If, instead of the index of total farm 
products, we consider the price of wheat for the same. year, it will be — 
found that approximately three bushels were required to purchase what 

one bushel would have purchased in 1926. 


Effect of Wheat Prices and Gross Revenue on M achinery Purchases 


The Census of Industry division of the Dominion Bureau of Statistics 
published a report on farm implements and machinery in Canada, 1934, 
in which they present a table of the apparent consumption of farm im- 
plements and machinery in Canada from 1920 to 1934. This figure was 
arrived at by taking the production of farm machinery in..Canada, 
adding to this the imports of farm machinery and deducting exports and 
re-exports of machinery. This final figure represents the apparent con-. 
sumption of machinery in Canada, calculated at the selling value at the 
factory. -It is used in this diséussion with additions later referred to, as 

indicative of annual purchases by farmers although it is appreciated 
that actual sales by dealers. may at times lag somewhat behind pro- 
duction. 


I may say that this is the only figure we know of indicating the purchases 
by farmers, but we use it with reservations. | 
The relationship of farm revenue and wheat prices to purchases of. farm 
machinery is shown in Table’7 for the period 1920 to 1934 inclusive. 
[Dr. J. F. Booth.] 
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~ RELATION or MACHINERY PURCHASES ro AGRICULTURAL REVENUE awo WHEAT PRICES 


; Bias 77 ESTIMATED PORCHASES of FARM MACHIMEKY 
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CHART No. 2 
You will notice that rather marked increase in 1921. 

Hon. Mr. Garpiner: It seems to me that the matter of sales tax comes 
into those prices. Price levels take a very marked rise there and again up in 
1924. I think it will be found that entering into that price there is something 
which should be ened as you go along. I wonder if Mr. Graham has that 
in mind. 

Mr. Granam: Yes. | 
Wirness: As far as purchasers of machinery are concerned, however it is 
an increase in the price. 


By Hon. Mr. Gardiner: 
Q. To be absolutely fair to the: machine companies in connection with 
the price I think that point should be developed?—A. Yes, quite true. 


TABLE 7—Indexes of Gross Agricultural Revenue, Wheat Prices and Estimated Farm 
Machinery Purchases, 1920-1934. 


. Estimated 
‘Gross Farm 

Year Wheat Agricultural (Machinery 

Prices, (+) Revenue (7) Purchases () 

1920. . 148.6 120.6 1572 
T9217 ss 74.3 82.9 104.1 
TODA ce 78.0 83.3 53.6 
BS ES ee ONE RSG Mg C2 Rae 7 ane ie Sa 6.15 801.9) » 76.4 
Ua Whee cara Seca dees Yale cae g 111.9 86.5 55.5 
ee ec Bie eckson ave cae Ns LE2*8 101.3 60.7 
1912s a ARRAS RL et NEIL Tal, 1 ea A ae 106.0 100.0 100'..0 
rhode as Mpa May ecg Pod |e ae a a ee 91.7 106.7 135.0 
rere Capes wd atte) w sidhs PE a Me co de en 73.4 103.7 171.0 
Bee ae a ie Reo ee ee 96.3 97.8 134.6 
: Tho hell eR eee ae See et Mee 45.0 76.0 98 .6 
Maresh th, de Sak’ ah) Mead. Pluie CAE Foes la’ 35.0 50.1 31.0 
REE Mates GOOEY AHIR Vo ha a at n'y’ Oe eae | 46.0 15.7 
UTR art SME a VE Sian ne He Sg 45.0 48.1 15.5 
1934. 54.1 55.8 1 


1Canada ve eke 1934- 35, Paws 257, aad Canada Year Book, 1930, Page 209. Individual 
years as per cent of 1926. 
' 2Basic material from Monthly Bulletin of Agricultural Statistics, March issues, 1921- 1935. 
3 Based on figures presented in Table 1. 
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The index of agricultural revenue declined from 120: 6 in terms oe 
1926 prices to 80-9 in 1928. 

The decline in wheat prices was much more precipitous, namely, 
from 148-6 to 61-5. 


As a result of decreased income, farm purchases of machinery — 


declined from 157-2 in 1920 to 52-6 in 1922. 
A substantial improvement in machinery purchases was shown 
in 1923 but this was followed by another decline in 1924. In 1925 there 


was an increase of 5-2 points in purchases of farm machinery as 


indicated by the index while the index of gross agricultural revenue 
increased 14-8 points. 


The purchases of farm machinery appeared to lag somewhat behind the 


improvement in farm prices. Then:— 


The decline in purchases of farm machinery during this period 
was considerably greater than the decline in either’ gross revenue 
or the price of wheat. Furthermore a considerable improvement was 
experienced in farm prices before there was any substantial increase 
in the purchases of machinery. 

It is interesting to note that with gross revenue in 1923 standing 
slightly below that of 1922 there was an increase in purchases of 
machinery reflecting an increase of 23 points in the index whereas 
in 1924 with an increase of approximately 10 per cent in prices of farm 
machinery there was a decrease in the index of machinery sales of 
approximately 20 peints. It is probable that the extremely low prices of 
wheat during the fall and winter of 1923 had an effect upon machinery 
purchases in 1924 but with the gross revenues for the Dominion in 
1923 very little below that of 1922 and substantially higher in 1924 
than in 1922 or 1923. There is a strong suggestion that a considerable 
portion of the decrease in machinery purchases in 1924 was due to 
the increase in machinery prices of that year. It is evident from the 
analysis of data representing the recovery period following the low 
point of 1923 that the sales of machinery lagged considerably behind 
the improvement in farm prices. It may be urged, and perhaps 
correctly so, that following a period of depression the first increase 
in revenue will be used for purposes considered more pressing than 


the purchase of new farm equipment but it must be obvious that the 


point when purchases of machinery will be resumed will be reached 
more quickly if machinery prices are kept stable or are reduced. 


From 1925 to 1929 with gross agricultural revenue in terms of 


1926 prices relatively favourable, despite a decline in wheat prices in 
1927 and 1928, the purchases of machinery reached high levels and it 


was during this period, as already suggested, that most of the previous — 


deficits in purchases were made up. 
Following 1929 the decline in gross revenue and in prices, as already 


noted, was even greater than that experienced during the period from 
1920 to 1923. Gross agricultural revenue touched a low point of 46 


and wheat prices a low point of 32 in terms of 1926 prices. The decline 
in machinery purchases was considerably more drastic, the index of 
sales in 1932 and 1933 being but slightly over 15 per cent of the 1926 
volume. Again as in the earlier period the first increase in purchases 


which occurred in 1934 came substantially after the low point in the 


prices of farm products had been reached, and in the light of the 
previous experience it would appear that any increase in machinery 
prices might be oxPeuee to have the effect of reducing or retarding 
purchases. 


. 
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Estimate of Farmers’ Machinery Requirements 


In Table 8 the “apparent consumption” calculations provided by 
the Dominion Bureau of Statistics are given. | 


MILLION 


P ESTIMATED EXPENDITURES ow FARM MACHINERY 
CANADA 1920-1934 


C AVERAGE 1921-1939 


0 | 
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CHART No. .3 2 
By Mr. Thorson: ie 


Q. May we see Table 8?—A. Yes. 
To obtain farm purchases it was assumed that factory sales average 
74-5 per cent of the gross sales, the difference of 25-5 per cent accord- 
ing to information presented in the Price Spreads Report being the cost 
of freight and commissions. On this basis the average annual purchase 
for the 10-year period 1921 to 1930 was $31-7 millions. 


TABLE 8—Apparent Consumption of Farm Implements and Machinery in Canada, and Estimated 
Apparent Farm Purchases of Farm Implements and Machinery, 1920-1934. 


Apparent Apparent 
Consumptionl Purchases2 

Year (Selling value (Amount paid 

at Works.) by Farmers.) 
2, DRI noha UREN De OAR REN et er Or Pee RE Pr a _ $61,226,509 $82,183,180 
£O24. re eat e 40,531,796 54,405,060 
1922: 20,931,554 28,096,027 
1923... ae 29,732,000 39,909,468 
Gt) Sek rae ae 21,676,663 29,096,173 
eS bates & bse 23,630,879 31,719,280 
1026 7197 Rae 38,897,573 52211473 
NOIR . 52,537,820 70,520,518 
1928.. 66,532,919 89,305,873 
1929.. 52,385,827 70,316,500 
1930.. 38,410,397 51,557,546 
MANE city arta teen ta: Pea 12,129,909 ’ 16,281,746 
BO rtchas tity va eet che 6,118,909 8,213,295 
1933... «. aa 6,106,022 8,195,997 
1934.. 8,670,565 11,638,335 


1 Dominion Bureau of Statistics, Census of Industry, Farm Implements and Machinery in 
Canada, 1934, page 2. ye we 
2Calculated by making provision for freight and agents’ commission, estimated in the Price 
Spreads Report at 25.5 per cent of the sale price of farm machinery, 
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Census data for 1921 and 1931 shows the total (ouanen of ah . 


machinery at $665,180,416 in 1921 and $650,664,000 in 1931. On a per 


farm basis these valuations would be $935 in 1921 and $893 in 1931. 


During the ten-year period 1921 to 1931 the value of farm purchases of 
machinery, as indicated by the total of the annual apparent purchases, 
amounted to $517,167,918. 

In view of the fact that the valuation of farm machinery was 
$14,516,416 less in 1931 than in 1921, it would appear that the average 
expenditure of $51,716,792 per year was not quite sufficient to maintain 
the machinery on farms. This calculation assumes that the valuations 
placed on machinery on farms in 1921 and 1931 for census Sel were 
made on comparable bases. 

During the agricultural depression of 1922 and 1923, and the early 
period of recovery in 1924, and 1925, the apparent consumption of new 
machinery in Canada was $78 millions below the apparent requirements 


of 206-8 millions for the 4 years based upon the ten-year average of 


$51-7 millions. For the period 1927 to 1929, inclusive, following a year 
of approximately normal purchases, the apparent annual consumption 
of farm machinery was $77-3 millions or $25-6 millions per year above 
the apparent annual requirements. This would indicate that 98-15 per 
cent. of the apparent back backlog in purchases was made in the succeed- 


ing years when agricultural prices were more in line with prices of other 


commodities. 

It must be obvious that any attempt to forecast the volume of farm 
machinery purchases in future years on the basis of past experience is 
subject to criticism on a number of points.’ We cannot say definitely 
that new equipment will create obsolescence and result in new purchases 
equivalent to those resulting from the development of the modern tractor 
and combine-harvester. It is of interest to note, however, that even with 
these additions during the decade 1920- 1930 total purchases were hardly 
sufficient to maintain 1921 values. 

We are unable to estimate the effect of future engineering improve- 
ments on machines which will prolong their life and reduce the replace- 
ment ratio. We do not know what development there may be in land 
settlement with resulting capital investment in machinery. These and 
other unknown factors make forecasting extremely hazardous and the 
best that can be done is to assume that new machines will continue to 
come along in about the same manner as heretofore and that variations 
or changes in other factors will be more or less constant. 


Based upon these assumptions it may be said that in the years of 


depression since 1930 there has developed an apparent deficit in pur- 
chases of farm machinery which in 1934 totalled $162-5 millions at farm 
prices and which must now total close to $200 millions. If this backlog 
of demand is to be filled in the near future, the annual purchases of farm 
machinery will have to be considerably in excess of $51:7 millions. 


It should perhaps be noted that somewhat more than half of the total. 
machinery on farms is found west of the Great Lakes and in view of the 


fact that that area has experienced lower relative income in recent years, 
and by inference, a greater deficit in machinery inventories, it would 


_ appear probable that the purchases of machinery in the western prov- 


inces will be substantially greater than in other areas assuming approxi- 
mately the same general improvement in the prices of farm products. 

In conclusion the position in which the farmer finds himself to-day 
is one that admits of some moralizing if one is disposed to forget the 


purely economic aspects of the situation. It might be urged with -con- — 
siderable emphasis that the farmer is merely a partner In a program of 


[Dr. J. F. Booth.] 7 
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development in which others have shared in both accomplishments and 
rewards. If he is to liquidate his obligations and put the plant in run- 
ning order again he must have the co-operation of his partners in the 
undertaking. Worn out and obsolete machinery must be replaced and 
the only way to accomplish this is to make it easier for him to purchase 
new equipment. In view of the very large accumulated deficit in pur- 

- chases since 1929, the lag between receipt of increased income and the 
purchase of new machinery, and finally the effect of increased prices 
on sales experienced during a previous recovery period, one is disposed 
to suggest that every possible consideration that will enable farmers 
to purchase machinery should be given. It is believed that such a policy 
will react to the benefit of both farmer and manufacturer. — 


Mr. Graydon: Before Dr. Booth leaves the witness stand might I suggest 
that perhaps for the purposes of this inquiry an index of the prices of other 
classes of goods which the farmer also has to purchase might be of some benefit 
to the committee in arriving at its decisions under the reference. The farmer 
purchases a great amount of goods outside of farm machinery entirely and the 
‘chart shown by Dr. Booth gives us a very clear indication that the index of 
the prices of farm machinery is very much out of line with what the farmer 
received for his products. I would like to know, and I think members of the 
committee would like to know, whether or not farm machinery prices are also 
out of line with the other things which the farmer had to purchase, I was 
wondering if Dr. Booth could give us that information. 

The CHairMANn: I think a chart showing that has been prepared. 

Mr. Grauam: If it has not already been prepared such a chart will be 
provided. 

The Cuarrman: We will meet again to-morrow at 11 o’clock in the morn- 
ing. 

~ Committee adjourned at 1.05 p.m. to meet again to-morrow, May 8, 1936, 
at 11 o’clock, a.m. : 
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APPENDIX No. 1 


Interim Report of Mr. R. T. Graham, K.C. 


TO THE CHAIRMAN AND MEMBERS OF THE STANDING | 
COMMITTEE ON AGRICULTURE AND COLONIZATION 


PRELIMINARY REPORT BY R. T. GRAHAM, K.C., COUNSEL FOR THE 


COMMITTEE ON AGRICULTURE: AND COLONIZATION IN ITS 
INQUIRY INTO THE CAUSES OF HIGH PRICES OF IMPLE- 
MENTS AND PARTICULARLY THE INCREASE IN PRICE 
OF THESE IMPLEMENTS IN THE YEAR 1936. 


Your Chairman, Mr. W. G. Weir has asked me to submit a preliminary 
report outlining the possible scope of your inquiry in order to assist your Com- 
mittee in deciding the best methods to pursue in the conduct of the inquiry. 


In making this preliminary report it should be kept in mind that Mr. Walter — 


Macdonald, your Auditor and I have not as yet had access to all of the avail- 
able sources of information and it is altogether probable that, when the different 
agencies being used for the gathering together of this information furnish ne 
other avenues of inquiry will be indicated. 


We have, however, been able to ‘consider the evidence taken in the year 
1923 before a Select Committee of the House inquiring into Agricultural -Con- 
ditions, but are unable to find that a report was submitted by the Committee 
on the evidence taken; and also the evidence submitted before the Price Spreads 


Commission in 1935 in so far as farm implements are concerned and the report 


»of the Commission based thereon. 


In addition numerous departmental officials have ee us with gah. 


erable material bearing on the inquiry. 


We have considered with some care the articles appearing in Farm Imple- | 
ment Journals and the daily press, giving the reasons advanced by the industry © 


for the increase in price of certain implements in the present year. 


The purpose of this report, as I have indicated, is to give a somewhat broad | 
and general statement of the avenues of inquiry necessary to ascertain and - 


verify such essential facts as will permit the Committee to properly discharge 
the duty cast upon it by the House. 


May I venture the opinion that an inquiry into such a complex matter as — 


the causes of high prices of farm implements must, if the inquiry is to be of any 
value either now or for the future, commence with the gathering together of all 


. 4 * 
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of the essential facts concerning the industry. It is my experience in like 
inquiries into other industries that there is really no half-way method of accom- __ 


plishing the desired results. To illustrate this, we can profitably consider the 
inquiries before referred to in 1923 and 1935. In neither of these inquiries 


in so far as they relate to farm implements, were the essential facts collected, | 


marshalled for and presented to the particular body holding the inquiry, in a 
manner that would permit of useful and constructive conclusions being drawn 
therefrom. The result is, that in neither case was any substantial contribution 
made to the solution of this particular problem with which we are concerned. In 
view of the importance of the farm implement industry to agriculture, it is 


; rather remarkable that there does not appear to have been nae at any time 
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a complete and thorough examination of the farm implement industry by a 
public body, so as to place on the public records the facts concerning the industry 
and particularly those affecting the price level of farm implements to the con- 
sumer. 


Perhaps the peed for such inquiry at the present time is emphasized by the | 
admittedly heavy requirements of agriculture in farm implements and the wide- 
spread hope that Western Canada is entering a period of increased production 
as a result of more favourable moisture conditions, and the resulting importance 
of the prices of these implements to our farmers during the next few years. 


Mr. Macdonald has given particular attention to the work of the Royal Com- 


mission on Price Spreads and Mass Buying in 1934-35 in so far as it related 


to the farm implement industry, and particularly to the report of the Auditors 
of the Commission, Messrs. Clarkson, Gordon, Dilworth, Guilfoyle and Nash, 
Chartered Accountants of Toronto. 

From the printed evidence it appears that the scope of the inquiry by that 
Commission was limited to the consideration of that report, coupled with examin- 
ation under oath of the auditors and of the representatives of one large manu- 


_ faecturer. 


The Auditors’ report indicates that their work was limited to a submission 
of a questionnaire to the implement companies and that their report was based 
on the replies received to the questionnaire without audit verification of the facts 


contained in these replies. 


Excerpts from the Auditors’ report are quoted hereunder for the information 
of the Committee to assist you in appraising the value of this report. 


- Page 1. “After discussion with the Chairman, it was. decided that the 
: investigation should be conducted by questionnaire and that a 
detailed examination of the books and accounts of the various 
companies comprising the industry would not be undertaken.” 
“We visited the larger companies and discussed with the officials 
their answers to the questionnaire and in some cases obtained 
additional information, but did not verify the returns submitted.” 
Page 5. ‘ While for practical reasons the questionnaire could not be made 
broad enough to cover all the matters on which information might 
be useful for the purpose of the Commission, the information asked 
for and received is sufficiently complete to give a general indication 
of the condition of the industry at the present time, the results of 
its operations in the past few years ae the methods of manu- 
facturing, merchandizing, etc.” 
Page 8. “The foreign business of this Compare (M:H.Co.) is so large 
. that it overshadows the business done in Canada and an attempt 
has been made to include in the statement the Canadian business 
only. This has required an adjustment excluding from the oper- 
ating results the foreign sales and expenses applicable thereto and 
while the results may not be entirely accurate they are sufficiently 
“so for the purpose of the statement.” 


It is also noted that the data relating to export trade was specifically 


excluded from examination and that no complete investigation of production 


costs was undertaken, and Mr. Macdonald and I are both of the opinion that 
the Royal Commission of 1934-1935 approached the subject from a view-point 
essentially different from that indicated in the Resolution of the House under 
which your Committee is instructed to proceed, and that while certain of the 
material accumulated by the Commission will prove valuable to your Committee, 
the questionnaire will require to be enlarged i in form and content, brought down 
to a more recent date and in our opinion verified, at least in part. 
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I come now to the more specific purpose of this report and it is necessary 
in this regard to examine the terms of reference by the House { Commons to #4 
your Committee. 


As reported in “ Hansard” the Resolution approved by the io 1S as 
-follows:— 


That in the opinion of this House an immediate inquiry should be 
made by the Standing Committee on Agriculture and Colonization into 
the causes underlying the high price of farm implements, with particular _ 
reference to the advance in prices for the year 1936. ae 


It will be obvious to the members of this Committee that to ascertain the 
facts concerning either the factory cost or the retail prices of farm implements, 
all the essential items contributing to these must be ascertained and closely 
analysed. | 

Jun considering the purpose of the inquiry, the industry may be dealt with 
under three main headings, 


(1) Raw and partly processed materials and the assembly thereof prior 
to manufacture. 

(2) Manufacturing. 

(3) Distribution. 


Raw MatTErRIALs 


In the industry there are three major companies manufacturing a complete 
line of farm implements. The Cockshutt Plow Company, Limited; The Inter- 
national Harvester Company of Canada, Limited and the Massey- Harris Com- 
pany, Limited. The position of each of these major Companies should be 
examined to see to what extent each has become integrated, that is to say, having 
the ownership or control of the sources of raw or partly processed materials, as, 
of course, such a company might be in a very advantageous position due to the 
suggested substantial increases in prices | on these materials in the period under 
review. 

There is in the farm implement as well as in the automotive industry, what 
might be described as a subsidiary industry supplying the requirements of the 
main manufacturers of farm implements. 

It will be well therefore to examine into the raw or partly processed materials 
used by the industry as to:— | 


(a) The country of origin and veda sources of supply of these materials. 

(b) Price levels of these materials. 

(c) Analysis of the cause of the increase in price. 

(d) The comparative competitive position of the subsidiary industry in 
Canada and the load being borne by this branch of the industry in the ~ 
matter of tariff, excise, sales tax and other oe taxes. | 


It is suggested by the information: so far available to. us that the principal 
items of materials into which inquiry should be made are steel, lumber, pig 
iron, malleable castings, cotton duck, coal, coke, paints and oil. The manufac- 
turers claim that the cost price of these materials have advanced very consider- 
ably since 1913 and I notice in the 1923 inquiry into agricultural. conditions, — 
conducted by a Special Committee of the House of eet that the following 
increases have taken Pie in these years. 
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It will, of course, be necessary to check the correctness of these statements 
and to bring them up to date. They indicate, however, a fruitful field for 
examination and analysis as part of the general increase that has taken place 
in the price of farm implements during these years. 


MANUFACTURE 


The following are suggestions for avenues of inquiry in this branch of the 
industry :— 


I. Camtal 


A. The capital sinibtiite of the companies as to: 
(1) Capital actually invested in cash on organization. 
(2) Capital later introduced in cash. 
(3) Capital introduced other than for cash but excluding 
Earnings reinvested and represented by 
(a) Reserves. 
(6) Surplus and other undivided profits. 
(c) Stock dividends and other similar distributions. 
(4) Bonded, Mortgage and other indebtedness. 
(5) Financial setup in Capital structure. 
(6) Location of control. 
_B. Investments in, or other forms of control of subsidiary and allied firms 
-C. Financial history of the present and predecessor companies. 
D. Nature of capital reorganization if any. 


II. Plant—Buwuildings and Real Estate 

A. Location of plants and acreage. 

B. Number in active use and number closed down. 

C. Whether facilities are over-adequate to the needs of the industry. 
(1) Present. 
(2) Potential. 

D. The overhead cost of carrying shut-down and partly used plants. 

E. The capacity of the plants with if possible, a historical summary of the 
yearly percentage of maximum capacity used. 


III. Plant—Equipment and Machinery 
_ A. As to efficiency. 
 B. As to effect of the tariff on purchases necessary for replacement or 
improvement. 
—C. The effect on operating results of carrying obsolete or unused equipment. 
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IV. The Inter-relationship of ee Compames 
A. Financial. 
_B. As to experimental york: 
C. As to joint use of new ideas oe improvements. 
D. As to patent rights. 


V. Improvements in tmplements since 1913 


A. Factory cost of making improvements claimed. 

B. Poundage value. 

C. Evaluation of improvements. 

D. Examination of suggested failure of increased efficiency. and economies 
in production to absorb cost of improvements. 

E. Examination into the suggestion that Canada may be paying indirectly, 
the cost of experimental work in the United States industry, by being 
offered other than the most highly improved machines. 


VI. Factory cost of typical machines 


A. Implements typical of Eastern Canada requirements. 

B. Implements typical of Western Canada requirements. 

C. Tractors and Combines. 

D. Miscellaneous implements such as cream separators and small stationary 
engines. 

Di: Comparative United States figures in above items. 

EK. Examination and close analysis of all items of cost. 
(1) Domestic. 

* (2) Export. 

F. Position of labour in industry. 

G. Comparison of domestic and export cost of implements having regard to 
(1) Draw-back and other special privileges. 
(2) Allocation of overhead cost to each. 


DISTRIBUTION 
I. <A. Surevy and examination of the system of distribution in Canada. 
B. Survey and examination of the system of distribution in the United 
States. 
C. Analysis of all cost items including 
(1) Commissions. 
(2) Credit policy. | 
(3) Collection costs on term sales. 
(4) Servicing. 


II. Interest rates charged on term payment sales 


Ill. Freight rates | bee 


A. Consideration of the benefits of tie: application prior ia 1922 of the 
Crows Nest Pass Agreement rates on West bound freight. 
B. Local freight rates from central distribution points. 


IV. Trade in problem 


A. Small implements. 
B. Tractors and Combines. 


V. Retail Prices 


A. of implements. fale 
B. of repairs. | ee a 
_C€. Historical record of pape? in price over the peel under review. 
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VI. Comparison of all above items with conditions ate eg m the United 
States and other countries 


EXPORT 


A. To what countries and in what volume. 

B. Financial results of export trade. 

-C. How much of manufacturing or assembling process of implements is 
done in each export country. 

D. Historical statement of export prices over period under review. 

EK. Relative importance of export business to each company throughout 
period under review. 


There are two other important headings which the Committee could profit- 
ably inquire into, these are Agricultural conditions and the whole question of 
tariff, as they relate to the implement and allied industries. With regard to these 
the following suggestions are indicated:— 


AGRICULTURE 


I. Its wmportance to the farm wmplement industry 


Il. The economic condition of agriculture 
A. Price level of agricultural products over period. 
B. Price level of agricultural products over period in comparison with 
(1) Farm implements. © 
(2) Other manufactured commodities. 
C. Condition of agriculture with regard to present and estimated future 
requirements of farm implements. 
D. Its financial ability to purchase required implements. 
(1) Eastern Canada 
(a) for cash. 
(b) on terms. 


(2) Western Canada 
(a) for cash. 
(6) on terms. 


Ill. Trend towards mechanization in methods of farming 


A. Eastern Canada. 
B. Western Canada. 


IV. Foreign sources of supply of farm implements. 


A. What countries. 
B. Geographical location of specific points of supply to our consumer 
markets. 


TARIFF 


I. History 
A. Customs duties 
(1) Farm implements. 
(2) Raw materials. 
(3) Plant equipment. 
B. Examination of tariff changes and relationship to price changes since 
1913. 
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II. Draw-back provisions of Customs Act as available to farm wmplement mant- 
facturers 


A. As to manufacture for domestic market. 
B. As to manufacture for export market. 


III. Dumping duties 


IV. Other taxation 


A. Excise. 
B. Sales tax and other Federal Taxation. 


V. United States tariff during same period 


VI. Ottawa Agreement, particularly as to application of Article 9 fixing mainten- 
ance of differential 
The above are suggestions that have occurred to Mr. Macdonald and myself 
in outlining to you the purpose of the inquiry, the essential facts to be ascertained © 
and verified in order to establish the cause of the high prices of farm implements 
and the increase in price in the year 1936, with a view to determining what 


remedies or changes can be suggested that will result in lower pce for these _ 


important implements of production. 


Mr. Macdonald and I have carefully considered the proper method of 
procedure for the Committee to pursue and we agree that the following prelimin- 
ary method is preferable:— 


(1) To prepare a questionnaire having in mind the above requirements and 
to submit these to the Companies in the industry for answer and reply. 

(2) Coincidentally to gather together all necessary information from inde- 
pendent sources wherever available. 

(3) Upon receipt of this information as aforesaid, to carefully consider all 
such information and where deemed necessary to verify this in audit 
or otherwise, preparatory to oral examination of witnesses. . 


(4) When the above work is completed, public sessions of. the Conuiiies 
could be proceeded with. 


R. T. GRAHAM, 
Counsel 


Orrawa, Ont., 
March 27, 1936. 
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APPENDIX No. 2 
SECOND INTERIM REPORT OF COUNSEL Mr. R. T. GRAHAM, K.C. 


Mr. Chairman, Miss McPhail and Gentlemen: 


On April 2nd, I presented to your Committee a preliminary report outlining 
the work that was to be done in carrying out the instructions of the House of 


~ Commons to your committee to inquire into the cause underlying the price of 


farm implements and with particular reference to the advance in price in the 
year 1936. Since then we have been continuously engaged in attempting to 
gather the necessary information. 

A number of questionnaires have been prepared for submission to the four 
major implement companies: Massey-Harris Company, Limited; International 
“Harvester Company of Canada, Limited; Cockshutt Plow Company, Limited 
and Frost & Wood Company, Limited. On Wednesday April 8, Mr. Walter 
Macdonald and myself met the representatives of the companies for the purpose 
of explaining the questionnaire to the comptrollers or cost accountants of each 
company in the hope that much time would be saved by setting up a uniform 
method in which each company would furnish the information requested. 
Unfortunately, since the information required covers a period from 1913 to the 
present, the companies were unable, without checking their records, to advise us 
just how much information could be given on certain questions asked and it was 
arranged that the companies be furnished with the questionnaire and that each 
advise Mr. Macdonald the method of their book-keeping and the length of time 
for which records had been kept in certain matters so that the information fur- 
nished would be as uniform as possible. It was also apparent that the gathering 
together of the information and replying to the questionnaire would take con- 
siderable time. Mr. Macdonald will give to you a brief report on just what 
progress has been made in the matter of securing the necessary information from 
the implement companies. 


You will recall that it was suggested in my preliminary report, that in 
addition to the information to be furnished by the companies, that we secure 
from independent sources any information germane to the inquiry and we have 
attempted to do this. The preparation of even this material takes some time and 
the departmental officials from whom we have received every assistance are not 
in a position as yet to give some of the necessary information. 


I thought it might be interesting to this committee to give the names of the 
departmental officials who are assisting in the collection of the required infor- 
mation, these are as follows:— 

Mr. C. B. Rutherford, Agricultural Economist of the Bureau of Statistics 
has been kindly loaned to the committee by the Bureau to assist in all phases 
of the 1 inquiry in which he would be required and has proved of very great value 
to me inthe preparation of this material. Mr. Rutherford will be presenting to 
this committee considerable information during the course of the inquiry. In 
~ addition to Mr. Rutherford the following officials will be presenting material:— 


Mr. L. R. Younger, Department of National Revenue 
V.C. Nauman, Department of National Revenue 
W. A. Warren, External Trade Branch, B. of S. 
Dr. J. F. Booth, Economics Branch, Dept. of Agri. 
J. Coke, Economics Branch, Dept. of Agri. 


26 STANDING COMMITTEE 
Dr. T. W. Grindlay, Agricultural Branch, B. of 8. 


. Losee, Mining, Metallurgical and Chemical Branch, Biveal | 


W. 
of Statistics : 

H. M. H. Greenway, Internal Trade Branch, B. of S. 

R. G. Bangs, Transportation Branch, B. of S. 

Wm. Gilchrist, External Trade Branch, Dept. of T. and C. 

Dens: Hopkins, Experimental Station Branch, Dept. of Agri- 
culture 

F. R. Armstrong, Experimental Station Branch, Dept. of Agri- 
culture 

H. D. Cheney, Commercial] Intelligence Branch, T. and C. 


In addition to the above Mr. C. V. Parker and Mr. D. W. Thomson have 
been loaned to the committee by the Department of Agriculture to assist in this 
inquiry. 

Each of the representatives of the different departments has been asked. to 
prepare in written form certain information for submission to ‘this committee. 
Some of the information might be described as voluminous and it may perhaps 
be difficult for the committee to follow it throughout. I had in mind however, 


after the submission of this statistical information, having Mr. Rutherford under- 


take the task of co-relating the information to the subject under inquiry, so that 
its bearing on the question will be more easily appreciated by the members of 
this committee. 


We have invited each of the Provincial Departments of Abrioniee to 
gather and present to the committee such information as they think proper and 
which is of particular interest to the Province involved, to illustrate, we have 
asked certain of the Provinces to secure the comparative price of selected farm 
implements on each side of the border of their Province as we were of the 
opinion that this information could best be secured by Provincial representatives 
familiar with the territory. 

The collection of. this information will not only involve the securing of 
actual price lists but will involve the necessity of passing judgment on the 
quality value of the farm implements being offered for sale and on other con- 
ditions and factors that have a bearing on the price structure in each country. 

Incidentally, 1t may be of interest to the committee to know that coinci- 
dentally with your own inquiry, the Congress of the United States is carrying on 


an investigation in the same manner on farm implements and we are attempting — 


to keep in touch with that inquiry so that any information of value may be eases 
available to the committee. 


‘Owing to the delay of which I have spoken in the securing of the information . 


from the implement. companies and the Provincial Departments, it was thought 


advisable by your Chairman and members of your sub-committee to proceed with | 


the sittings and submit the information which has been gathered together by the 
various departmental officials. Roughly speaking therefore, the information that 


will be given to you in the early stages of the sittings will be under two broad. 


headings: 
A. Agriculture. 
B,.Tarikt. 


Unfortunately perhaps it is an indirect way of presenting the evidence which 
your committee will require, but no doubt your chairman will explain to you the 
reasonable necessity of proceeding in this manner. As a matter of fact too, some 


of the information required of departmental officials will take a little longer 
than expected to prepare for submission to the committee. I trust. therefore the 


committee will keep this in mind in considering the manner ‘in which the 
evidence is being laid before you. 


‘ = 
ee ee a ee ae 


Governmeni 
SESSION 1936 Publication: 


HOUSE OF COMMONS 


STANDING COMMITTEE 


ON 


~ AGRICULTURE AND COLONIZATION 


oy 


, 
| 
: 


MINUTES OF PROCEEDINGS AND EVIDENCE 


re 


(Farm Implement Price Inquiry) 


FRIDAY, MAY 8, 1936 
No. 2 


WITNESSES: 


Dr. J. F. Booth, Chief of the Economics Branch, Department of. Agricul: 
ture, Ottawa, Ont. 


| Dr. E. S. Hopkins, Dominion Field Husbandman, Dominion Experimental 
Farms, Ottawa, Ont. 
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No. 2—Department of Agriculture Bulletin No. 168: Cost of producing 
farm crops in Eastern Canada. 


MINUTES OF PROCEEDINGS 


Fripay, May 8, 1936. 


The Standing Committee on Agriculture and Colonization met at 11 a.m., 
the Chairman, Mr. Weir, presiding. 


Members present: Messrs. Beaubier, Bertrand (Prescott), Boulanger, Clark 
(Hssex South), Cleaver, Cochrane, Coldwell, Donnelly, Dubois, Evans, Fontaine, 
Furniss, Gardiner, Golding, Gosselin, Graydon, Johnston (Lake Centre), Leader, 
Leclerc, MacKinnon (Kdmonton West), MacLean (Prince), McNevin (Victoria, 
Ont.), McKenzie (Lambton-Kent),McLean (Melfort), Mitchell, Motherwell, 
Patterson, Needham Perley (Qw’Appelle), Roberge, Robichaud, Thorson, Senn, 
Spence, Stirling, Taylor (Norfolk), Thompson, Tomlinson, Turner, Ward, Weir. 


“Mr. R. T. Graham, K.C., Counsel to the Committee, and Mr. Walter Mac- 
donald, C.A., Auditor, in attendance. 


The Chairman announced that he had been in communication with the 
Director of Experimental Farms, Dr. Archibald, in view of setting a date for 
the Committee to visit the Ottawa Experimental Farm. He stated that Wednes- 
day, May 13, had been suggested as a convenient date, the Committee to leave 
the House of Commons at 10.30 a.m. 


The Committee agreed to said date and time. 

Dr. J. F. Booth, Chief of the Economics Branch, Department of Agriculture, 
was recalled and further examined. 

Witness retired. 

Dr. E. S. Hopkins, Dominion Field Husbandman, Dominion Experimental 
Farms, was called and examined. He filed,— 

Exhibit No. 1—Department of Agriculture Bulletin No. 159: Cost of 
producing farm crops in the Prairie Provinces. 


Exhibit No. 2—Department of Agriculture Bulletin No. 168: Cost of 
producing farm crops in Eastern Canada. 


Witness retired. 


The Committee adjourned at 1 o’clock until 3.380 p.m. 


AFTERNOON SITTING | 


The Committee resumed at 3.80 p.m. 


Mr. J, M. Armstrong, Field Husbandry Division, Dominion fe keanie 
Farms, was called and examined. 


Witness retired. 
The Committee adjourned at 4.40 p.m., to meet again at the call of the chair. 


R. ARSENAULT, 
Acting Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, | 
Room 231, 
May 8, 1936. 


_ The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the price of agricultural implements met at 11 o’clock, Mr. Weir, 
the chairman, presiding. 

The CHAtrRMAN: We have a quorum now and shall proceed. Dr. Booth 
was asked two or three questions yesterday and I think he should like to answer 
them this morning, if it is the wish of the committee. 


Dr. J. F. Booru recalled. 


Mr. Chairman and gentlemen, in my haste to conclude before one o’clock 
yesterday, I was unable to bring together the points that I had made in the 
form of a brief summary. I think if I may this morning, I should like to do 
that and also clear up several questions that were asked upon which I did not 
have the necessary information to make a satisfactory answer. 

In the first place I attempted to outline the development of Canadian agri- 
culture and to show the tremendous progress that had been made in the matter 
of production since 1870 and particularly since 1900. In that connection I 
referred to the contribution of various factors, but particularly the contribution 
made by machinery and suggested that a good share of that increase should be 
attributable to machinery. The contribution of machinery was important in that 
development. I also made a point that competition, in my opinion, forced 
farmers to adopt new equipment and new methods whenever the new equipment 
and new methods were introduced; and that of necessity imposed a heavy burden 
upon agriculture. I also pointed out that burden was particularly heavy in the 
western provinces where topography and other conditions had made it. possible 
to use modern machinery to advantage, and particularly heavy also, because of 
the fact that agriculture in these provinces had very recently been developed, 
and there were still heavy obligations in connection with the purchase of land 
and other expenses incidental to settlement. 

Then I referred to the discrepancy in prices that has developed in the last 
five years particularly and the difficulty farmers experienced in purchasing 
machinery under those conditions. This has resulted in a large deficit on pur- 
chases, and if the deficit is to be made up in succeeding years the purchases 
would have to be quite heavy, and if they are to be made up quickly, con- 
siderably in excess of the 51-7 millions of dollars which represents the average 
purchases for the years 1921 to 1930 inclusive. Then I concluded with the 
statement that in my opinion at least this progress in agriculture had been 
shared by both the farmers and those responsible for this equipment that made 
the production possible. In other words, manufacturers of machinery had 
made a contribution to this development as had farmers: and consequently they 
also should be interested in the progress made in the recovery, and to that 
extent should, in my opinion, be interested in facilitating in every way the 
purchasing of new equipment to re-establish the plant which has been so badly 
run down in recent years. In my opinion it would be in the interest of both 
parties if every possible effort were made to facilitate such purchases by 
farmers. Boe 


er 
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Now, with respect to two or three points raised upon which I was not 
able to give sufficient information, table 1 on values represents the census 
values from 1900 to 1930, and the fioure for 1935 represents the gross agricul- 
tural revenue as computed by the agriculture branch of the Dominion Bureau 
of Statistics. In both cases the figure is a farm valuation. The index number 
used in several places represents wholesale prices. We have no farm price 
index. A question was asked with respect to the effect of sales tax on machinery 
prices in 1921 and 1924. I find that question was well advised; that there was 
an increase in sales tax from 1 to 6 per cent during the period from 1920 to 
1924, which had the effect of increasing the price of farm machinery. As far 
as the effect on farmers is concerned, however, the price increase had the effect 
noticed, namely of reducing purchases, and to that extent it makes very little 
difference what the cause of the increase in prices was. But in fairness to the 
implement companies it should be stated that a basis for the increase is to be 
found in the increase in sales tax. 

I referred to the net agricultural figure as being about 50 per cent of the | 
gross; it should have been 60 per cent. With respect to the number of persons 
engaged in agriculture to-day I think I stated approximately double the num- 
ber in 1871. The figure for 1871 is not available but in 1881 662,266 persons 
were engaged in agriculture, and in 1931 1,128,188. Another point was raised 
with respect to the valuation of farm machinery. I find that the valuation 
referred to in table 5 include tractors, trucks and automobiles on farms. I 
think these were the only points, Mr. Chairman. , 


The CHAatRMAN: Does anyone wish to ask Dr. Booth any further austin? 
He will be available throughout our sittings. 


Witness retired. 


The CuatrmMan: May we proceed with our next witness, Dr. Hopkins? 


Mr. Seence: Mr. Chairman, I should like to say just a word or two before 
you go on with the next witness. I have been thinking that judging from the 
manner in which we started this investigation it is going to be rather expensive. 
I think something should be done to eliminate the expenses that will oceur in 
this investigation. I have been in this house for 15 years and in the city council 
in Toronto for five years, and I have opposed every investigation of every 
description, as I never saw one yet which did any good. We all appreciate 
the information which Dr. Booth sought to convey to us yesterday; but after 
all, does that help us very much? Should we not start in with a real investiga- 
tion without trying to wield the white-wash brush in the end. If we go on 
the wav we are going, it will taken months and months, and we all know 
- what happened in regard to the price spreads investigation. It cost thousands 
and thousands of dollars and did no real good. I am saying that with all due 
respect to my friends who thought it was a wonderful thing. I could not see 
it, and I cannot see very much in this investigation. I listened to my friend 
Ward yesterday making some observations, and I concurred in what he said up 
to the time he suggested a committee be appointed to go and inspect — 
the different plants in the different localities and municipalities. He 
mentioned the fact that certain buildings, because of overhead and high 
selling prices were only half used or not used at all. I was thinking that any 
party. who. had been guilty of not writing off high valuations on their buildings 
was very foolish, because it is a taxation burden. I do not think that would 
have any real effect. The auditor said he thought bad debts had something 
to do with the cost of farm implements. I agree with that because I have 
been in the wholesale business. and I know every manufacturer and wholesaler 
figures on a percentage of bad debts. It is no doubt that the manufacturers. 
have lost a greater percentage of money than they figured they would lose in 
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their collections on farm implements. I was brought up in a different school 
from some of my Rhodes scholar friends around me. I was brought up in the 
hard knocks school where we called a spade a spade, and I do not think we 
should bring heads of the departments here and ask them questions. I have 
always been opposed to monopolies and I am opposed to this monopoly, and 
if they increase prices on farm implements unnecessarily I say something should 
be done. But we should get to the root of it and make a decision as to whether 
- we are right or wrong. I think you all realize that what I am saying is probably — 
- more or less true. In fact I believe it is all true. I agreed with Mr. Coldwell 
yesterday, but after all why should we have somebody here from the statistical 
department to go back to the year 1870 and 1913 and so on? Are we not here to 
do something for the future? Let us forget the past. We are here to relieve the 
unfortunate position in which we find ourselves. The farmers are in no worse 
plight than the business men and the industrial workers. This investigation 
should not be confined entirely to farm implements in the west, but to every 
part of Canada and to every class of implement used in growing food and 
vegetables by truck farmers etc. I think we should bring these gentlemen here 
and try to shorten up this investigation, because judging by the views I have 
heard this investigation will not be over until the men that we are investigating 
are probably out of business; at least the greater part of them. I do not say all 
of them because the International Harvester can weather the storm better than 
some others can; but I doubt in the long run if some of them will be able to 
weather the storm. I am making these observations not because of the change in 
the tariff, as the increase in the sales tax makes it about even. I hope you will 
not think I am introducing politics, because I am interested in the farmers. 
I have made my living out of the fruit grower all my life. I wish to say that 
they should get the same treatment as the western farmer. Why should this 
investigation be confined entirely to the implements that are used in the growing 
of wheat on the prairies? I do not know what other members of the committee 
think, but my views are that we should shorten this investigation, because I am 
highly opposed to wasting the country’s money on investigations. No doubt it 
will deprive my friend the counsel and the auditor of probably staying on the 
investigation for four, five or six months. But we are here to legislate in the 
interest of the people and to save the country every possible dollar we can. 
I hope the committee will pardon me for making these suggestions. I think 
we should not go at this thing in a haphazard way; I think we should bring 
the men interested in this industry before the committee and have the questions 
put to them with the assistance of counsel, and in this way to shorten up this 
investigation and do it in a reasonable time. I do not know that I have any- 
thing to add, but I shall interject something as we go along. I really cannot see 
any necessity for bringing highly trained men from the statistical department 
or any other branch of the service to talk over our heads something we really 
do not understand. All we are interested in is to get a reduction of farm | 
implements if it is possible, or otherwise say to the farmer, these people are 
playing a fair game and are giving those implements as cheap as they can, 
having regard to the cost. 

Hon. Mr. Moruerwetu: I feel sure Mr. Spence will feel a lot better now; 
I am quite sure he will not feel any worse. It was evident from the beginning, 
Mr. Chairman, that Mr. Spence was not enthusiastic about this inquiry. 

Mr. Spence: I hope you will take that back, because I have been as anxious 
about this inquiry as anyone else; but I want a real investigation with all the 
cards on the table, and no white- washing. : 

Hon. Mr. Moriwrwen: What does Mr. Spence mean by “white-washing”? 
I am not going to enter into any altercation with my good friend. Who is to 
be white-washed? He is quite unwarranted in using that language, Mr. Chair- 
man. I propose we go ahead with the witness. 


30 - STANDING COMMITTEE ~ 


The CHAIRMAN: May I say that Ce oterin morning we at a ad 


discussion and it was agreed that we should proceed along the lines which have — 


been arranged for this morning. We might discuss these things back and forth ~ 
for some time and still get nowhere. J am in your hands, but I should rote 
to go on with the witness. : , 

Mr. Warp: Mr. Chairman, just before we proceed, may I say a word? — 
I did not intend to say anything at this time, but since my friend Mr. Spence _ 
“has introduced the subject, I should like to make a remark. I should lke to © 
say he is not the only member of parliament that was raised in the school of 
hard knocks. Since the last session I obtained two or three copies of the Canada 
Year Book, and I have come to this conclusion: We will not get much informa- 
tion if we sit here all summer that is not contained in the Canada Year Book. 
I picked up practically all the information we obtained yesterday. I appreciate 
very much what Dr. Booth gave us, but after all, it is in the Canada Year 
Book. If we dig into that book we will get all the information. What we are 
interested in, Mr. Chairman, is to relieve the sorely distressed farmer. It does 
not matter very much whether he is a truck farmer or a grain farmer. What we 
are interested in is to see if it is possible to rehabilitate the farms, the 
foundation of the future success of this country. I go back to. the 
position I took yesterday. I cannot see that by pursuing the course 
that we have pursued up to this moment in connection with this com- 
mittee, it is going to take us anywhere. I am more convinced since yesterday’s | 
sitting than I was previously that some personal inspection of the plants in the 
manufacturing centres is perhaps the one possible course that will take us to 
the real source of our trouble. Since yesterday I have dug out the cost of 
the committee to date. This committee is going to cost something between 
$5,000 to $6,000 a month. Is it worth it? Is this information we have received 
up-to-date or likely to receive worth that much? You will find it all in the 
Canada Year Book. In the Canada Year Book I find a number of these draw- 
ings showing the trend of price levels both in respect of manufacturing cost as 
well as natural products. It is all there. I find statistics on capital, employees, 
sellers, wages and the various manufacturing interests that enter into it. Why 
should we be sitting here listening to a repetition of information that is avail- 
able to. us all. We are busy people. Personally I do not think we are fair 
to ourselves or to the country if we continue to spend $5,000 a month ee 
to a rehearsal of the statistics that are available to us all. 


Mr. THompson: Mr. Chairman, I do not think this is the place for making 
speeches; I do not think we are here for that purpose. I am opposed to sending 
this committee to investigate the different agricultural implement plants. I was 
a member of a committee in the Ontario House in 1923, 1924, and 1925, and I 
in company with the committee appointed at that time to investigate agricul- 
tural conditions, visited every plant in the province of Ontario. Now, we were 
just ordinary men. We went in and looked around and when I was through I 
came to the conclusion that we had not gained anything by it. I do not think 
anything is to be gained by sending a committee or a sub-committee of this 
committee around to visit the different plants in this country. I think we would — 
be very well advised to proceed with this investigation along the lines pho the 
chairman has suggested. 


Doctor EpwARD STANLEY HOPKINS called. 


By the Charman: 
@. Would you be good enough when you commence your remarks, to 
announce to the committee your full name and your position in the department? 
—A. I am Dominion Field Husbandman at the Experimental Farm here. Now, 


I have been asked to present some information before this committee in con- 
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nection with the work we are doing which might have some influence or bearing 


4 


on your inquiry into farm implements. The main aspect, I presume, of your 


- inquiry is in regard to cost of implements and its affect on costs to the farmer. 


The Experimental farms are not undertaking investigations of that nature; we 
are undertaking investigations as to the use of farm machines and the amount 
or proportion of the total cost of production which the cost machinery might 
make a part. In as much as we have Experimental Farms throughout the whole 
Dominion, about 26 experimental farms, it. might be interesting to study for a 
moment what proportion machinery bears to the total cost of production. A 
few years ago we issued two bulletins on this subject in which we outlined the 
cost, one bulletin being applicable to the prairie provinces, and the other to 
eastern Canada. 

The cost of producing crops is reported for our experimental farms and for 
the illustration stations which we have in the different provinces and also on a 
few selected private farms. We have also made certain calculations as to the 
costs on different sizes of farms. Now, I think it might be not out of place to 
point out to you just what our results were and how much the cost of machinery 
would be in proportion the total cost of production. That would be one aspect 


of the work which I might present to you. 


First, let us take the prairie provinces. In the prairie provinces, as those of 
you who are from that region know, grain growing is the essential crop. Ninety- 
five per cent of the land is devoted to grain, summer fallow or new breaking. 
Any study of the cost of production which is based on grain strikes at the very 
heart of the business on the prairies. I should like to point out first the costs we 
secured on the Iixperimental Farms. The bulletins were published about 1932 


and covered conditions from 1923 to 19380. That, you might say, is hardly 


applicable to present day conditions, but we have tried to present 1935 costs so 
that you.would get a comparison with conditions from 1923 to 1930. 


Agriculture 
_ I have presented this aatevals in some charts here. J might read it off from 
my manuscript, but I think it would be a little easier for you to follow if I were 
to refer to some of the more important parts of it in the charts if that would 
be satisfactory to you. 
We have here the cost of producing wheat after fallow on eight Dominion 
experimental farms in the prairie provinces. 


COST OF PRODUCING WHEAT AFTER FALLOW ON EIGHT DOMINION EXPERI- 
MENTAL FARMS IN PRAIRIE PROVINCES 


Estimated 
Item 1923-30 1935 
CLES Se PONTE 6 es SERRE, BREET ne Che te Ge ORD ey OTE a Sa ARO I AC SR AE A MER sR $ 3.35 $ 2.10 
coe Ele Skt UO ae MCR aaa ROWUHMON Lar vin ruy Niat (a) Abin eM arate UY wae AN A ZO Uke EE 1.59 78 
APSO CES st TS RAND SRI asi IN CRA tat Sle 5 ts 8 Raat RET ag y Bigs 5 1.35 
GON evict Oa) EINES ESSAY Sele aI Sean a Mas aR Sr OR gehae ANG Iaoe a! Tea OU A gC 40 .30 
LW HESATEN MD bse hair ate NEI ANE tea) iran Mba RAMI LAUD Hate ORE UMS i SoBe AMD RUM AOR A 93 TA 
EUR OUL ALO CLT TL SERS Tie hol MaR ea a RPLES TREO MOY Sa EA IDS 20 Leb T SERIE aa he Gi an eau 78 .59 
TP woehiiras OF COst OL SUTAIeTIAL OW. a. tlle Ce ie oe aT ny 5.66 4.35 
ho a ONE a ES, VE, oy OMS AE AP eae ce en a 3.29 2.19 
Total cost per NM eRe RRMA ERMA Ara $17-35 $12-40 
Nacila per-busivel yaoi. wn PO A Rett LK wor Furs NL LMR ROME MAS 27-4 bush. 27-4. bush. 
eee Ag SS Ha oc 2! ona the a NAH TR ANCE RI BEN HA PAU EU gp ag OE) $ -64 “45 
Rieti panic aeme Thi TRE DERN Soy kine OY De Re lah ahah: $2.75 S205 
itv cy neo and, 3: Oa URAC aT Wig 7 Om eet RURRATE BADGE aes aOR Aen ce SV ae mC a EU 15-8% 22 -2% 
1923-30 1935 
Cts. Cts. 
EER LOI ck aR do ke eo Oty WG chugs GEO crush Si idhneg ey nial Sh do ikea awe 25 20 


PRIME IEE iene comet eS eet MWA OE oer, At pen UPAR a Nee oa eae 12 8) 


32 STANDING COMMITTEE 


The reason I am producing this is to show you what per cent of the total 
cost of production the cost of machinery makes. We are investigating machinery 
cost and we ought to consider what per cent of the total cost of production 
machinery would make. These charts cover information on the Dominion 
experimental farms. I have some other charts dealing with other costs on other 
forms. This chart is for the experimental farms covering the period from 1923 
to 1930. These various items are listed: The. use of land, seeding, machinery, 
etc. A charge of $1.35 per acre is put in for machinery. That is for the main 
machines that are used on the farm but does not include a tractor or truck or 
threshing equipment. Manual labour, horse labour and two-thirds of the cost 
of summer fallow are also included for the cost of producing wheat after fallow. 
Those who are from Eastern Canada must realize that on the prairie it is 
necessary to have summer fallow, and we have counted two-thirds of the cost 
of summer fallow onto the cost of growing wheat after fallow. The total cost 
of production per acre was $17.35. Our yield was 27-4 bushels. The cost per 
bushel was 64 cents. The total machinery charge was $2.75 per acre to growing 
wheat on fallow. This first figure for machinery is general farm machinery, 
while the next one includes the cost of threshing and also two-thirds of the cost 
of the machinery used in the summer fallow. This makes a total cost for 
machinery of $2.75 per acre; which represents 15-8 per cent of total cost of 
production. 


By Mr. Golding: 
Q. Is that for a period of 7 years?—A. That is for the years 1923 to 1930. 
Q. The average per year?—-A. The average per year, per acre. 
Q. And you say it 1s $17.35 per acre?’—A. Yes. 


By Mr. Donnelly: 

@. What is included in the item, use of land?—-A. Interest and taxes. 

Q. What rate of interest?—-A. Seven per cent. 

Q. What was the average price of farm land on which you figure that rate 
of interest?—A. In that case it was approximately $40 an acre land. 
»  Q. Is there anything taken into account for repairs to buildings and fences? — 
—A. We thought 7 per cent on $40 an acre land, and it is a little over $40, 
which would amount to $2.80, and if you added 40 cents per acre for taxes that 
would make it $3.20. We have taken $3.25. We thought that was not far out. 


By Mr. Senn: ae 
Q. I would like to have you explain to me how you estimate the cost of 
machinery. Do you take depreciation into account?—A. If you don’t mind, sir, 
we have a chart coming a little later which shows that. 7 
Mr. Senn: As long as you bring it down, it will be all right. 
Witness: It will be produced a little further on, if you don’t mind. 
Mr. Senn: All right. 


By Mr. Mitchell: 

Q. I am not clear yet as to how you arrive at these figures; do you give 
taxes; you show $3.29 a year for threshing in the years 1923 to 1930, and $5.60 
an acre for two-thirds of the summer fallow?—A. Yes. 

Q. Is that per acre per year?—-A. That is per acre per year. 

@. You must have been pretty good farmers? , 

Mr. Prertey: That would be a cost of $8.40 for summer fallow. 

Witness: These figures are on experimental farms. They are on conditions 
under which we did a rather considerable amount of work. They do not repre- 
sent conditions in southern Alberta where you have probably two or three 
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operations on summer fallow; once over with the one-way dise and twice with 
a cultivator. They do.not represent that, but it would include conditions like 
those at Brandon and Morden where we have sow-thistle, and also where we 
operate under conditions with weeds and where it would be necessary to work 
the land a good many times. You will observe that we have a fair yield, 27-4 


By Mr. Mitchell: 
Q. But, at 50 cents a bushel you have been losing money if it is costing 


: bushels per acre. This is better than we have done since 1930. 


you that much to produce wheat?—A. It cost us 64 cents. We would have lost 


money for a subsequent period. 


By Mr. McLean: 
Q. But you would have made money in those years from 1923 to 1930.— 


_ A. We made money in those years. 


Q. Certainly —aA. I am speaking from memory, I think the price of wheat 


- averaged $1.05, or $1.03 during that period, so that really in spite of these high 
costs we actually made a considerable profit. I am not pointing that out as 


the best way of doing it. I am pointing this out as the way it was done, and 


so far as getting yields is concerned I think that is about as good as we do now. 


By Mr. Golding: 


~Q. Can you give the committee an idea as to what your average wage 1s; 
what you pay for labour on your experimental farms?—A. We reckon that at 
25 cents an hour; that includes board, of course, and lodging as well as pay. 
We figure horse labour at 8 cents an hour. We lower that for these other 
figures in 1935. 

I would not like to stand behind this next column for 1935 costs quite as 
well as I stand behind this one for the period from 1923-1930. In our hurry 
to get some material ready for this committee, and knowing that you would be 
certain to ask about 1935, we did the best we could to include these figures. 
The object is to bring to your attention the relation to the total cost of pro- 


- duction which is attributable to farm machinery. In one case this is 22 per 


cent for 1935; while it is 15-8 per cent for the period from 1922 to 1930. 


By Mr. Mitchell: 

Q. What rate do you base your use of land figure on?—A. Use of land; I 
think we figured it at a little over $40 or $42 per acre at 7 per cent. That 
amount at $40 an acre at 7 per cent is $2.80, and if you added 40 cents an 
acre for taxes it would be $3.20. We have used $3.25, just a little over that. 


By Mr. Thorson: 

Q. What was your basis for 1935?—A. I think it was somewhere around 
$25 per acre. We dropped it down appreciably. : | 

Mr. McLean: For the purpose of our record I do not think you have made 
the 1935 operations sufficiently clear. 

Wirness: I might say that I have material to leave for the record, rather 
than reading it, which makes rather tedious material to listen to. 

Mr. McLean: I do not want you to read it. You dealt at length with 
the section relating to the period from 1923 to 1930. To some of the members 
of the committee who could not see your chart from where they are sitting 
your 1935 figures might appear a little high, and I thought you might make it 
a little more clear for the record, particularly because 1935 represents present 
conditions. 
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By Mr. Douglas: 


PE Roe 


Q. Will this table appear in the record?—A. Yes, I presume it will by in | 


the record. 
By Hon. Mr. Gardiner: 


Q. Before you leave that, I notice that every other cost there except the 


cost of machinery goes down while machinery costs for 1935 is kept the same... 


Can that be established?—A. Well, I would not say definitely that it could; 
but considering the point that there would not be a ereat deal of machinery 
purchased from 1930 to 1935, the farmers who would have machinery would 
have it at practically the same cost. 

@. You mean, the price is approximately the same?—A. The price is 
approximately the same. The people would have already bought their 
machinery. 

@. And, the depreciation would be the same?—-A. Depreciation and housing 
would be the same. 

Q. Then, the cost of your implements would be the same?—-A. Yes. 

Q. Can you establish the fact that every other factor is down?—A. Yes, 


every other cost. Land is down, although when we say land is down, it is 


down for some but not for others. 

Q. Our capital cost is not down as a government?—A. No, that is true, 
One has to make these qualifications. 

Q. The purchase price of implements is not down?—A. No. 


By Mr. Thorson: 
Q. That chart will be on the record?—A. If you wish it, yes. 
The CHarrRMAN: Yes, it will be. 
Witness: This cheek gives the cost of producing wheat after wheat. 


COST OF PRODUCING WHEAT (AFTER WHEAT) ON EIGHT DOMINION EXPERIMENTAL 
FARMS IN PRAIRIE PROVINCES 


Estimated 
Item 1923-1930 1935 

4 Tet Sc) ts Eb AY ANDRA eR amen Rar UR BRAS cs. ATK cu AR a IR ps le Cae a LA PN eR $ 3.35 $ 2.10 

of creo Deed At AGRA REE eee NBN GHG. ERE ol Un SAA Mell tate onde ie or a aac came 1.58. ;,, 78 

IVE eer Ta. See PC HERGGES S/N oh Re Min HO dy eas ce oN A 135 1.35 

fi tea eas Con ae tis EMBODIES in a tie ela aN) Gore ag i shaaek Dn Goal aA A Re -32 -24 

MARIA Ta Dott fics hei Eig eames MPA aU ee PR Re tle Teen AR CMM Cw i 1.51 1.20 

POT Ee la DOUE iis dN. ete gue AS Sen ete negra MRM eM seT Gy Na UNM REA With 1.63 P22 

Cneathird of S.Wo.2 8 vouy scsi oleae Wemrine Mi Use Mun aianel eee top G Cintae Lia) Sanat) 2.84 2.18 

By tay ero) 210) RO eR UN A DLGe A DH ok Sah MA atts ca! NEA or aR ena LN aa oe 2 ot 1.58 
Total COSk DEF Gere rere Melati eh ety aa on Wee RE SLi cick ie ich $14-95 $10-65 . 
Yield per ‘acre: busielar en Nuke eacuwen acumen es pte GHAI. Fy, 19.8 bush.} 19-8 bush. ~ 
Costper bushes terse iter en Garr sae Manet os tee Care ote ee $275 Ek Wes ha ie 

Potabmachinery charge: 2 tsau wis Mire ie Catia, bt WAM UA ALS Ugalde 4 t $ 2.30 *$ 2.30 

Per cent of total:rosti wife Ant eyin os ei pee i Pee iL Aa ash 15049, > 21-6% 


That is the next most important crop in the prairie; although in some sections 


the practice is changed to summer-fallow and wheat quite extensively. Summer- 
fallow, wheat and grain is this rotation. Taking the same figures we get down 
to final costs—approximately the same, 15 per cent, which represents the cost 


of machinery to the total cost of production. That is the figure I wanted to | 


bring to your attention—15 per cent for 1923 to 1930 and 21 per cent for 1935. 


By Mr. Thorson: 


Q. You say it was 21 per cent in 1935?—A. Yes, in 1935, The nee a 
production per acre is substantially less for wheat after wheat than for wheat 
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after fallow, but the yield is substantially less, so that the cost of production 
per bushel increases. There is a big dispute in many parts of the prairie country 
as to whether you should grow summer fallow and wheat, or summer fallow, 
wheat and wheat. Our conclusion is that in drought years, the rotation of 
summer fallow-wheat is much better than summer fallow-wheat-wheat; as a 
whole we find that summer fallow-wheat is much better than a three-year 
rotation. | 

. By Mr. Mitchell: 

‘ @. Are these all dry land experiments?—A. Yes, on our farms and stations 
in the three prairie provinces. 


By Mr. McLean: 
: -Q. Did the crop average the same last year that it did during the 7-year 
period from 1923 to 1930?—A. That yield for 1935 is just inserted to get the 
cost for a comparison. 
j Now, in addition to taking costs on the experimental farms we also had 
costs at illustration stations, and on certain private farms; and we thought at the 
risk even of some criticism we might make some calculations of our own as to 
what costs might be on the different sizes of farm. For example, we wanted to 
know what the cost would be, say, on a quarter-section farm, on a half-section 
farm, on a one-section farm operated with different equipment, and also on a 
two-section farm operated with different equipment. In a bulletin which we 
prepared we outlined just what this would be. 


By Mr. Thorson: : 
~Q. To what bulletin do you refer?—A. To a bulletin on the cost of producing 
farm crops in the prairie provinces. I will subsequently give you similar material 


for eastern Canada. 
Q. What year was that published in?—A. 1932. 


By Mr. Mitchell: 
Q. I would like to ask you whether your calculations are based on experi- 
mental farm plots, or on what basis?—A. They are on a field basis. 


EFFECT OF SIZE OF FARM AND EQUIPMENT ON THE COST OF PRODUCING 


WHEAT, 1929 

: . Total Cost | Total Cost | Per Cent of 

Size of Farm Equipment per Acre per Bushel Total Cost 

RCN eR NS Er, ae bie RASS SENN M NWR let gee 1a frahy $18 .32 $1.02 16.6 
MONS eis Lunia ee art ait a's PM aay Qa PAA ENN DIOL Oe 14.30 .79 15.5 
BRO act ys oe ee heen cals Y ote" ie cia = Cane Manca MAR fee er aoe 13.93 NT 13.2 
Lis Site Als Ag ge eT 2M AT Seon bine 2643).6)..:: 11.46 64 18.4 
DPMAO tees SAF (oe kt eoede ss 4M. 28 H. combine........ 11.56 64 14.4 
Og SAS ESS Cg MER A Che abot eee tr PATA eombine. woke. 9.97 55 13.0 


Average yield = 18 bushels. 
EFFECT OF SIZE OF FARM sheet EQUIPMENT ON COST OF PRODUCING 


HEAT, 1935 
: : Total Cost | Total Cost. Per Cent 
Size of Farm Equipment per Acre Per bushel | of Total Cost 
DERE tae eR eg ta Cl is FR aa papa anadl A Sl $14.87 $ .83 20.5 
SSRIS Ae EG ae ae a gay Ra 1 laa” atl Oat Ree Bee 11.54 64 19.2 
ES at ee een nk oo A A vgs ly, Bs ms AR ale ON EON 1137 62 16.5 
NS CTE, oa at Co RTS ag Soa ee tM. 1. combine. 73,2. 9.66 54 21.8 
AEE ESE ae ae 4M. 28 H. combine........ 9.60 54 17.3 
RD RR ROE PERSE AE er aig oN TMT com bise.):>....:.2s- 8.32 46 15.5 


Average Yield = 18 bushels 
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Now, the main feature of this is to show that with different equipment on 
different sizes of farms there is a very marked difference in the cost of produc- — 


tion. The total cost per acre was $18.32 with a quarter-section farm operated — 


with one man and five horses—that is about the normal outfit for a quarter- | 
section. The yield we reckoned at 18 bushels per acre. The total cost of — 


production was $1.02 per bushel. The proportion of the cost of machinery and ~ 


equipment to the total cost of preduction in this case was 16-6 per cent. 


Q. That includes horses?—-A. That includes horses. On a half-section with 


one man and seven horses the cost of production was $14.30 per acre, and the 
total cost per bushel dropped to 79 cents. The proportion of the cost of machinery 
and horses to total cost was 15-5 per cent. 

Now, I do not wish to take each size of farm, but with a two-section farm 
the effect of a change in equipment becomes apparent. That farm is operated 
by one man and one tractor, one man plus hired extra help for seeding and har- 


vesting. The cost of production per acre is 9:97, and the cost per bushel going to — 


55 cents. I wish to draw your attention to these facts because what we are inter- | 


ested in at the experimental farms is to learn what is possible in the future in the 
most economical production of wheat. 

I am very much convinced that size of farm and equipment have a great 
part to play in reducing the cost of production. Modern labour-saving machinery 
has a very important part to play in reducing the cost, provided of course that 


the size of the farm is sufficient to warrant its use. We have outlined in our 


bulletins the details on what equipment is necessary. I am convineed from that 


that it is Just about impossible for a person on a quarter-section farm or a half- — 


section farm to produce wheat as cheaply as a man with a one-section or a two-- 


section farm. It is true a farmer on a smaller farm can go into other lines, but 
in so far as the production of wheat itself is concerned it just simply can’t be 
produced cheaply; that is, if he is going to have the same return for his labour. 

Hon. Mr. Garpiner: That is, if he is a purely grain farmer? 

Witness: Yes. 

Mr. Tuorson: Might I suggest, Mr. Chairman, that this bulletin a be 
filed as an exhibit for reference. 


Mr. Leaver: Actual experience of western Canada I think will prove that 
your chart is wrong; because, you go out west and you find that the smaller ~ 


farmers are the ones who are solvent, if there are any, and the large farmers 
are the ones who have gone into liquidation or are carrying on under difficulties. 


That is the experience in western Canada, and I believe that the trend towards © 


larger farms should be discouraged and that the trme has come when we should 
encourage smaller holdings with more people on the land, rather than to advo- 


cate or encourage the plan which your chart implies. I think your chart is 


wrong in regard to the actual experience in western Canada. 

Mr. THorson: But you are speaking now of wheat farmers and not. of 
those who carry on mixed farming. 

Mr. Donnetty: My own experience concerning this celates principally 
to the southern part of Saskatchewan, and it 1s that a man can make a living 


on a section and get by while the man on a quarter or half section cannot do it. — 


Mr. Tuorson: I think there should be a distinction made between ones 
farming and mixed farming. 


Mr. McLean: I think Mr. Leader and Mr. Hopkins are speaking about 


two different things. 
Mr. Leaver: The salvation of the wheat farmer is mixed farming. — 
Witness: Might I just read a point or so from my manuscript in order 
that we may get this thing clearly in our minds. In the Prairie Provinces, 
Manitoba, Saskatchewan and Alberta, grain and particularly wheat is the most 
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important crop. Grain and summer fallow, adding to that new breaking, 
constitute approximately 95 per cent of the acreage under cultivation. Wheat, 
summer fallow and new breakage constitute approximately 68 per cent of the 
entire acreage under cultivation. — 

Therefore, I say, that when we consider the cost of producing wheat we 
are entitled to figure it out the most economical way possible. If anyone wishes 
to operate on a quarter section farm by all means let him do so, there is 
nothing to prevent him doing so; he might add any other lne he wishes to do; 
_ but so far as getting economy is concerned, and getting a low cost of produc- 
tion, it just simply can’t be done. I do not wish to make it too dogmatic; but 
the reason why the man on the quarter section farm for instance has stuck 
better than the man on the two section farm is due I think in large measure 
to the fact that the man on the small farm receives proportionately greater 
assistance ina time of stress than a man on a large farm. The man on a large 
farm usually encounters considerable difficulty im this efforts to hold on. I 
think there are sufficient instances in some of the dried out parts of Saskatche- 
wan and Alberta to show that there are numerous cases where those one section, 
two section and even larger farm operators have accomplished considerable 
economy in production. 

Mr. Goutpine: I have here bulletin 74, issued by the Department of Agri- 
culture of the University of Saskatchewan, based on actual experience, and. it 
appears to bear out the statement in every particular. 


By Mr. Senn: 

Q. As an easterner I would like to ask you a question just there: I suppose 
there would be some variation in the cost of cultivating and harvesting an acre 
of grain, as between wheat and coarse grains?—A. Not a great deal. 

Q. Because, the cost being what you show, how is it economically possible 
to produce coarse grains in the west at all?—A. Well, there is a larger yield. 
Sixty-eight per cent of the acreage is wheat. The great bulk of the farmers 
stick to it. They use coarse grains as feed for their stock. 


By Mr. Tomlinson: 

Q. Would not the original cost of the land affect these different farms in 
the west?—A. Yes, it would. We have many times wondered what cost to put 
on land, and when times are good like from 1923 to 1980 we thought the figure 
$40 was not enough; because, if you can produce wheat for say 60 cents a bushel 
and sell it for a dollar automatically the land increases in value. But when you 
get below your cost of production, as in 1932, its value diminishes. 

Mr. Perury: I think Mr. Leader’s statement is practically correct. From 

actual experience I think I could give statements that would verify it. I have 
six or seven tenants. I have one on a quarter section; two on half sections, 
and the rest on large farms; and in years when there is a total crop failure as 
there has been in the last five the big fellow gets such a crack that he gets set 
back, whereas the fellow .on the quarter or half section has other things such 
as coarse grains and hogs. He has had no expense for labour and he keeps 
going. When the big fellow gets a 30 or 40 bushel crop and everything favour- 
able he makes more money and better money than the small man for that 
period. 

Mr. Leaver: If I might be allowed a word or so: I am willing to admit that 
under certain conditions these figures would apply, but they do not apply under 
conditions as they exist to-day. A man comes along with $20,000 to $30,000 to 
invest in land and he sees figures like these and what it costs a man on a quarter 
section to grow wheat as compared with what it’ costs a man on a one section 
or two section farm, that it is only going to cost him $9.22 an acre, and you know 
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what he is going to do. I want to say definitely from my experience, and I am. 
not going to be led away from my position, that they cannot do that under 


existing conditions. And I think one of the reasons why they cannot do it is = 


because they have got to buy too much high priced machinery. That is my 
point. 


Wirness: I think you are right in this part of it; in times of stress the large 
operator is hit hard. There is no question about that, and his only safeguard 
is to store his finances so that when one of these periods of hard times comes. 
along he is able to weather it. I suppose we could argue here all day on this. 


Mr. McNevin: Let us get on with the evidence. 


Witness: That is the situation as it applies in western Canada. I have 
somewhat similar information with respect to farms of other sizes and 19365 
conditions. But we will pass over that and I now turn to eastern Canada 
because no doubt there are some members here from eastern Canada and they 
are naturally more interested in the five eastern provinces than they are in 
the prairie provinces. 

Now, the cost of production in eastern Canada is a considerably different 
matter from that in the prairie provinces, and unlike the west where wheat and 
grain are the chief crops, oats and hay are the most important crops to consider. 
I have some figures here which show the cost of producing oats, and of Bing oe, 
timothy hay on our farms in eastern Canada. 


By Mr. Thorson: 


Q. Which chart are: you now referring to?—A. This one, which shows costs 
of producing oats in eastern Canada. | 


COST OF PRODUCING OATS ON SIX DOMINION EXPERIMENTAL FARMS IN 
EASTERN CANADA 


| Betiaeied 
Item 1923-30 1935 
(IVP 2a lc fe Canin esa UMBRO a oA nye Wes cia. TAG Wat OE RE ARE Ry $ 4.86 $3.30 . 
Sire OL Manure: (ADDL) ge oae nuk uid e valaaae era ch eee at Pa Lana diemle Cigale e(eru & 2.15 2.15 
N25) Ry RE ROE AG a cee air ae RIE eR ea ALG ath cok, SN Lae en CE ty Wh NL 2.47 1.85 
bE hot ct (Gian EP nk rant yc PAA NRA AIL Co Py TN, ler alge yp. Sd ea arate Da 2.85 2208" 
RO eh eae tes ey ce aie ike mae Camera ela SS SOT Ss RGR EEN AR GEV MEAT as ae AT 00 
MAELO PMC cssil sie ti gth Gro ata ine ides a ease cma RR oe pa a eon ie ie eT Lee 4.93 2.68 
EL OPAC VA OUR 5 i sieccuele gl ace ated Maes ae te HRI ite atta ane ay pana aed a ie 3.54 172 
UN yay) 08 oR rea tat egg Lome AAA MON th fang in BOYS, AMR Rp er ah AVS hs NMR A 2.09 2.09 
ACCA CONG DOT OMe. a) uawrdian URW hi: ALE ene Lie CIEE SATO Liu AS) ous Cae te $23 .36 $16 .99 
Waield per dsushvel oo5) Gaui oe en aes cee an a Ba de Say musa ti 52.0 bush.| 52.0 bush. 
Cost’ per bushels fs Ga aa ee TPR eemN ait PeULeM ND stoma Rann CORN iat $ .45 oo. 
TRL AMIE) CHEB oe Ee ett te re ot $ 3.89 $8.89 =: 


Percent of total cost.............. EIR ARES EN te OO gS 16.6% 22.9% 


In the same way, it shows the period from 1923 to 1930, and chen for 1935. 
If we take first the 1923 to 1930 period with regard to costs. Use of land; 
we have reckoned that here at $4.86; because the cost is much more here 
than it was in the west. The percentage of tillable acreage in the east is less 
and the cost per acre naturally is increased. The taxes are higher, so that the 
total cost for land is more. Manure—there is the cost of the application of 
manure is considered here. In the western provinces manure is very rarely used; 
it is useful material but not very often applied. This figure i in the chart shows the 
cost. of application. 
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By Mr. Leader: 


 Q. The cost for manure is $2.15 in 1923 and 1930 and also the same in 1935. 
_ Is it on account of their using the same machinery?—A. For the application of 
_ the manure. That application was put in just the same. The total cost of 
producing oats was $23.36 per acre, the yield was 52 bushels; the cost per 
bushel 45 cents; the total charge for machinery $3.89 and the ratio of this to the 
- total cost 16-6 per cent. That 1 is to say the per cent the machinery cost is to the 
total cost of production is 16-6 per cent. 


By Mr. McLean: 

Q. How does the estimate for yield compare with the real yield?—A. 
Our yield of 52 is a little higher than what the average production is. 

Q. That is the actual yield?—A. Yes, on eight farms, Charlottetown, P.E_I. 
Nappan and Kentville, Nova Scotia, Ste. Anne de la Pocatiere, Lennoxville 
and Ottawa. That is it covers from the east to Ontario. The per cent of the 
total cost of production represented by machinery for 1935 was 22-9. 

Q. Is the cost of threshing included? What part of the ane comes 
out of the 2:092—A. 2-09 is the cost of the machinery. 

| Q. Cost of the machinery?—A. The total cost of the threshing. 
Q. Machinery plus labour?—A. Yes. 


By Mr. Tomlinson: 
Q. If the farmer owned the threshing machine?—A. It is more the prevailing 
rates, sir. 


By Mr. Mitchell: 

Q. Do you base that threshing cost on the depreciation and interest on invest- 
ment and so on?—A. Yes, depreciation, interest on investment and repairs and 
upkeep. 

+ 2, And labour?—A. And labour. We will now come to timothy hay. 


COST OF PRODUCING TIMOTHY HAY ON 6 DOMINION EXPERIMENTAL FARMS 
IN EASTERN CANADA 


Item 1923-30 Estimated 
1935 

Ue Sg 77 Bee URN 4 Spee eS a We nis a RW CRE MMII eat ANE Na De mR i OI $ 4.35 $ 3.00 
Cre ey tres CA DP LIGALION ) Salad ee rig ical Ls Ole nie hime Alstinte ae Mia WA bw Salm aver el Loe 1.17 
Sem EMM cA MRT I, POR a 8 es ea att do yale do ta ats eed 5 (abt utes! hee eva 2 Ch Lene 1587 Lease 

PN Screg UR eRe ee rene) SW gid ce aly kate y CIEE aaah Lac melita vo an Nee ates Wee Gl ee feate| uid) a MiGs 2.85 2.85 
ect Mr NCD A eR Css gtr occ Peart oh A Actin ed wld ettlan Raneuere tole SIAL bios Pa bf 1.75 

CEES TIETS TEES OL TES St IE OES ea tats PIS aN RRC» Me NU SNE eA Se .89 Sy a 
ree eID thors te Aaa. Meret Clk Ae Rie file Ue aca rine | e's ake ta std $13.40 $10.85 
SNe RE eT CT) tenes asad lita cn Soe clay ice to cla oe baby Richa lata ChE Gia sord'y MMotaracatathbe 2.19 tons 2.19 tons 
COE Ae eee ian ela Mei S8 Mae Gis Pak EN GA ate A Re Be oe Hae tee TNT PE $6.12 $4.95 
OUT TA GORA eres at gl a8 hia CMT ae a co RR ie OURS ag 2 I RA $2.85 $2.85 
NES ATS EYE AG ae eto ia eee ate Seo toc tt eeaat eC Mie ade nie Gable + Shale. Mb wean 21.38% 26.3% 


I shall not go into it in detail. It is about the same as for oats.» One might 
say why is timothy hay up so much? One would think it would be considerably 
less. Undoubtedly if timothy were down for any considerable number of years 
it would be less; but if timothy enters into an ordinary rotation like corn, oats, 
clover and timothy all the charges for machinery enter into it just the same as 
for’ oats; therefore it is approximately the same cost. Now, a gentleman asked 
me about what the annual operating cost of farm machinery would be, and I 
have a chart here to give some idea. | 
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By Mr. fen 


Q. Before you proceed with that, ive you a bulletin in Velen to conte ina 


eastern Canada?—A. Yes. 2 
Q. It is suggested that it should also be filed?—A. Bulletin No. 168 gives 
the cost of producing farm crops in eastern Canada. 


By Mr. Graham: 


Q. Have you the bulletin there?—A. Yes. 
Q. If you file it, file a chart for the east and west. 


ANNUAL OPERATING COST OF FARM MACHINERY 


Item Prairie | Eastern 
Provinces Canada 
SANS Cee REIN MRSC NE TUNIC aa Nir ay on OAL hy NS RS aa Oe 678 1,300. 
Arerare INVOnbOLy: Wasco: h cute diced petniun se mrercalemeroncipeel Ra ON Seo kag $830.19 $871.04 
INOGMOL ACTOS: CULGLVAGE Cicer nt iain CcaMrunin Meath mi an LG BEU TOMAR OMEN MUST NR SLE De NO kh 204 acres 76 acres 
IN GHOUMACH NERY POP. BOTS eek Meee em OR MME ay Ae ang aie $ 4.10 $ 11.46 
ANNUAL Cost 
Depreciation se eo ocak oun ne UA Woe rat Pee TG Ney Wala ciel) $112.91 $ 87.10 
ATG OTOS Gk e oui snot ReMina Tite TsO HN eeagTo TUL NUT MS Nea TNE REET ne Ar det 3a Cee 66.42 52,526 
PES ULES i ect a slahegcr BOP Gk Ane tet ear AP eae ie RRO aoa aa nek Ac De ate a SE ih 80.17 HT ey pr 
ER OSL IAI A AS) yoo ei Per mge ROU UHM i RROD MERE SOvCAR TPA MG LOT Cal Mt uk hy 17.02 21.62 
eHow iten Gate hun edeeod (MELOY K bay acter topla Ma aegtN Sob Wh nae gk NV TES ane SR am Re a $276.52 $216.70 
Cost DEL GETS CULV ENER cilieas Mua Ri AM Ad ity go adie. euce dic 1.35 2 Sony 


A. In order to get some idea of the cost of machinery especially on the average 
farm, taking first the prairie provinces and then eastern Canada, we made a 
study of 678 farms in the prairie provinces and found that the average inventory 
value was $830.19. The number of acres cultivated was 204. That is some- 
where between a quarter and a half section farm. The value of the: machinery 
per acre was $4.10, and figuring the annual cost of depreciation at $112.91, 
interest $66—that is rather high, but at that time it was not out of line very 
much—repairs $80, housing $17, we find the annual total cost is $276, and the 
cost per acre $1.35. It does not include tractors or trucks or threshing. That 
was on a quarter to a half section farm, where the farmer might hire someone to 
do the threshing and may not have a tractor or truck. : 


By Mr. Thorson: 
@. What year is this?—A. 1925, sir. 


By Mr. Cleaver: 


@. Why is there such a difference in the operating of machinery per acre on 


the prarie provinces as compared with eastern Canada?——A. The reason is found 


in these figures here, 76 acres under cultivation per farm in the east and 204 acres — 


on the prairies. 
Q. If you add to your western cost your tractors and threshine machines 


which a man would normally have on the large section farm, what, does that do? 


—A. That raises it up. 


By Hon. Mr. Gardiner: 


Q. Does that include milking machines?—A. No, not milking tyachited 
only machinery required in the tillable operation of the land. We kept livestock 
out, Mr. Gardiner, and kept tractors and trucks out; just what: a man 1 might 
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- need as a minimum to operate. That inventory of $830, I might say is roughly 
about one half of the initial cost new. If that were bought new it would be 
approximately double, on an approximate calculation. 


: Mr. McNiven: I think those figures are approximately correct. I think my 
machinery cost me $851. I think 76 acres are about right, and in my experience 
those figures are approximately correct. 


3 By Mr. Johnston: 


@. The depreciation costs are considerably higher in the prairie provinces. 
Is that on account of housing conditions?—-A. Shorter life for the machines. 
They do not last so long. There will be a witness here next week who will have 
some information on the life of the machinery. 


By Mr. Thorson: 


Q. Did I understand you to say you are not including dairy farms?— 
A. No. We are working on crops and trying to keep the livestock, aspect 
separate. I must say it is a rather difficult thing to do, because we can hardly 
keep them separate. 


Q. I do not see how you can.—A. We have kept it to the crops. 


By Mr. Mitchell: 


-Q. How do you estimate the housing cost?—A. We took a valuation of the 

buildings in which the machinery is stored, depreciation, interest, upkeep and 

soon. There is a great dispute, especially in the prairie provinces, as to whether 
a man should have storage for his machines or not. 


By Mr. McLean: 


Ae Do you not think you are too high in your total costs when you take 
eoreaaton at 14 per cent, interest 8 per cent, repairs 10 per cent, housing 2 
per cent, and total them up as the annual cost?—A. Well, they represent what we 
. thought to be the fair amount. Remember this is the inventory value, not the 
initial cost. If it were the initial cost it would be half that again. 


Q:. That amount seems a pretty heavy annual cost?—A. Well it 1s what 
we have found from our study of the matter. It covers the aspect of our cost 
of production on experimental farms and on’ these special farms. 


The next subject which was allotted to me to discuss was the trend in farm 
mechanization. I think it would not be out of place first to call attention to 
what our costs were at the experimental farm and on other farms that we 
investigated and then to figure what the per cent of the total cost would be for 
farm machinery. I have done that for both the east and the west. Now we 
should like to study for the moment the question of the trend of farm mechaniza- 
tion. I have here a few charts and I think it would not be out of place to call 
your attention to them. They may have been gone over already, but I shall try 
to draw your attention to certain points that have a bearing on this trend of 
mechanization and not unduly take up your time. 


E 

: 
: 
: 
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VALUE OF FARM PROPERTY IN CANADA | 
(1931 Census) | 


No. of Cultivated Total Value of 
Province Farms Acres. Value Machinery 


Prince: td ward: LSiand.. oi Sion Sect ay ete ane eaten Wake 12,865 39 58 8 


leva sigs Wee eh ee area Re eran aie pete fUr CL ROUEN SUR aR ty 39, 444 14 |. 106 sp ah 
INCI ETDS WICK oc oe Rul en IS ten ME DR ce ep oh 34, 025 28 104 13. 
CS ee ee ST i RI a Oe Ae ae a a 135,957 ° 42 877 97 
RVTAGTO vee oa dee OSE a ae ERO ae 192,174 50 1,398 151 
10) ESR bis 2 epee ka area meals Ne Meese meee SU) 2. Sos RINE Soe 54, 199 143 388 55 
ioral aan ctanancnysee helen MIA mania rete enya ooh Seu Paik ier SNS) 136, 472 DAE oS 186 
WAMU NTO reise Gos Ses Gos ayo tay coe Soe Ration aes Rapa cD Naas oar ee ert 97,408 185 869 116 
EPPO GL UTAVU G s  S ege e t ee 26,079 19 175 13 
CAS HaUZ YG hela eee DRA MMe tee DAN ty STUN Vana (imet al Tie tL Nias dlels UN Tee Gls) | acy avant nees 5,248 651 

d Wish alg Utena Sa mkt ME UBS ANDRAS Peg MOM ARUG es (00 25 oe SNR ela gi BD tet 51.5 per cent 

PSL CAMO Sa reg Ages eee eR | aI ane on a, PROT Ro ese ne 5.6 

EAC TAROT Yo AU RAE HA Grete Uae BOotty ck ae Me es UN eC eI Si 2 a 124 439 

WIV OTS EOC RS hr FEISS EE eo gi ea ea Nee ee Teves RCT Wc) Grua| chad eR eg 10,425 955 


This chart gives you an idea of the number of farms and the cultivated 


acreage per farm. A gentleman asked me about the east. You will observe 


some of these provinces have a very small cultivated acreage per farm. For 
example Nova Scotia has only 14, Prince Edward Island 39, Ontario 50, and 


Saskatchewan, which has the most, 217 cultivated acreage per farm. The total _ 


value in dollars of the value of the farm property in Canada, is $5,248,000,000. 
The investment in farm machinery in the country as estimated, by the 1931 
census, 1s $651,000,000. That would be the inventory value; the purchase price 


would be roughly double that. There is quite a substantial amount therefore, — 


invested in the farms of this country and such provinces as Saskatchewan, 
Alberta, Ontario and Quebec take the major portion of it. 


By Mr. Thorson: 
Q. These figures are taken from the 1931 census?—A. From the 1931 census. 
They relate to the points we wish to bring out. 
Mr. Curaver: Is the chart going into the evidence? 


By Mr. Mitchell: 
Q. The total value in your third column does not include machinery: That 
is purely land value?—A. That includes everything. 
Q. Live stock and buildings?—-A. Land, live stock, buiidings and Tron niaeens 


By Mr. Thorson: 


Q. Does it include all totals as well. as the land?—A. Yes. Now, this is 
rather interesting. Sometimes you can get the wrong figures and unless you study 
them a little you will not see a great deal in them, but on study they do show 


considerable. It is rather interesting to observe that j in Ontario and the provinces 


in the east the value of buildings looms up very high, while the ‘value of machin- 
ery is relatively much less to the total, and the per cent of the total amount or 
the total value of property represented by farm machinery varies from 7-4 
in British Columbia to 10 in Nova Scotia, to 16-2 in Manitoba. You will notice 
when travelling through the country that the houses on the prairie do not 


represent such a large investment as they do in Eastern Canada, while machinery 
represents relatively more. It is a very good thing from the point of view of 


making money, because buildings do not make much money, while the land, if 


things are going right and the crops are good, and good pices, does affect the 


revenue. 
{Dr. E. S. Hopkins. ] 
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By Mr. Furniss: 
Q. Taking the value of land to-day would not the percentage on machinery 


be much greater than it is in that chart?—A. Yes; the value of the land has 


shrunk but as we mentioned before, it is difficult to know what to do about the 
valuation of land.. If the price of farm crops should rise, land value would 
become immediately higher. You will observe the figures ‘at the bottom and 
particularly the per cent for the whole of Canada: Land 51 per cent, buildings 
25, machinery 12, live stock 10. I do not draw this to your attention in order to 
show that the investment represented by machinery is greater than that of 
live stock, but you will observe that machinery is at the inventory value, and 


‘is only about one-half of the total initial cost price. 


By Mr. Graham: 


Q. I think it would only take a minute and it aie be interesting if you. 
would give the number of farms in the different provinces. I notice you have 
them on page 2, and it will show the trend in recent years. Just give the com- 
parative figures in each province——A. It is a very interesting point. In that 
connection I have divided the provinces of Canada from Ontario, Quebec, Nova 


~ Scotia, New Brunswick and Prince Edward Island and then the west. First of 


all let us take the five eastern provinces. You find a condition in which the 
number of farms is really less now than it was in 1881. If we take the province 
of Ontario as an example, we find that in 1881 there were 206,989 farms, while 
in 1931 there were 192,174; in other words, there was a very substantial reduction 
in the number of farms between those two dates. There is some reduction in 
Quebec, not so much, 137,863 in 1881, 135,957 in 1931. In New Brunswick there 
were 37,837 in 1881, and 34,025 in 1931. In Nova Scotia, there were 55,872 
in 1881, and 39,000 odd in 1900. There is a substantial reduction from 55,873 


to 39,444 in 1931. In Prince Edward Island there were 138,629 in 1881 and 


12,875 in 1931. When you come to the prairie provinces, of course the situation 
changes. You have nothing in 1881, but there is very rapid rise especially up 
to 1921, and after 1921 the increase is less marked. 


By Mr. Mitchell: 


@. How do you explain the decrease in the east?—A. Well, I don’t know 
definitely. 

Mr. THorson: Emigration to the west. 

Wirness: In the first place, there is not as much money, I do not think, 
to be made on the farms in the east, and in the second place, there is a number 
of farmers who went to work in the cities of Toronto, Montreal, Windsor and 
other cities. Farm boys could get work in those cities, and the prairie has 
taken quite a large number of people; they have gradually drifted to the 
prairie. If we overlook those terrible disastrous years we have had recently, 
I think the western farmers have done very well on the farm. 


By Mr. Mitchell: 

Q. I wanted to know if there was an indication that farms were increasing 
in size in Eastern Canada, and thus reducing the number?—A. Yes, there is 
a slight increase in size. The cultivable acreage in Ontario has risen from 40-4 
in 1881 to 50-1 in 1931. 

Q. That accounts for part of it?—A. Yes. 

Hon. Mr. Garpiner: The population of the agricultural counties in Ontario 
is lower to-day than it was in 1870. Take the Hurons and the Bruces; all these 
counties are lower. The population has moved to the cities of the west and 
the farms. 

Witness: Farms have slightly increased. 
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By Mr. McLean: 


Q. Before you leave that I should like to point out you have the inven-— 
tory value for machinery and equipment according to the 1931 census as at 
$651,000,000, which you say is not the purchase value. The purchase value 


would probably be twice as much, but I have here the: Bureau of Statistics 
figures which state that the apparent consumption of farm machinery from 1920 


to 1936 inclusive was $480,000,000 or nearly $32,000,000 a year. That, of course, 
includes the machinery as priced for selling value at the works. I think it is 


rather interesting if in 15 years the consumption is only $480,000,000, and if. it 
could be taken for granted that the life of the machinery was not more than 
15 years, and the value of the machinery at farm purchase prices was 
$1,300,000,000, twice as much as you have there, it would indicate either a 


tremendous spread between selling value at the works and the price the farmer 


paid or one or the other set is away out.—A. Well, I have not just carried this 
figure in my head, but if you take the number of farms and multiplied them 
by the approximate investment that each farm would have, it would bring some 
kind of figure that would be reasonably close to that shown. In the figures 
I gave you, they represent certain farms of reasonable size. 

Q. These are all farms of the Dominion? 


By Mr. Thorson: 


Q. That figure of $651,000,000 represents the value which the farmer him- 
self placed on the machinery when he made the census return?—A.. ae 


Mr. Mircueuu: It is likely to be high. 


By Mr. McLean: 


Q. Dr. Hopkins took the original bocthe price of the sens twice as 
much as that. That was the inventory value, so the initial value must be 
$1,300,000,000; yet the bureau says the sale value was only $480,000,000 at 
the works.—A. I have no means of knowing definitely, but those are from 
studies which were made by us on a hundred acre farm here in the east, and 
from certain sections in the west in which we got their investment. They 
reckoned their inventory at some $800 odd, you will remember. Then we took 
what we thought to be the amount of machinery that was required on a hundred 


acre farm in the east and multiplied that by the new price in each case an 


approximately doubled that amount; that is how I got that figure. 
Q. I should like to ask one other question to make it clear. What eee 
you say would be the life, on the average, of all that machinery that is repre- 


sented in the last column? Would it exceed 15 years on the average?—A. In 


eastern Canada it would exceed 15 years; in western Canada it would be slightly 
less, maybe, not counting the last few years. 

Q. If it averaged 15 years across the Dominion you have a tremendous 
difference between the selling price of $480,000,000 at the factory and the figure 
you show there. 


Mr. Cunaver: We shall come to that later. 


Mr. McLran: This is the place to point it out when we are dealing with ; 


the cost of machinery. 
Witness: I have no special information on that, 


By Mr. McLean: 


Q@. The figures I am using are taken from table No. 2 of the Farm Tovole | 
ments and Machinery bulletin No. 34 at page 2. Leaving out the odd hundred 
dollars, the average per annum is $480,000,000?—A. The trend ot eb ings! + 


tion is what I shall deal with next. 
[Dr. E. S. Hopkins. ] 
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TREND IN MECHANIZATION IN CANADA 


Total value Value of Value of Acres 
Census, of farm machinery machinery | of improved 
machinery per farm per acre land per 


in millions (1) |} dollars (2) in dollars (*) | worker (4) 


AMR P MUM Sci. Vat ts EMM LOR a Ne dee AY gf wit | Manat MMR Cangial ras Tne itl mr eaeW SAPO Re recs ait oom kaa 33 
tte RS EP ON TPA SA bee BIRO Aan ie ay INE ea TR MD ier UM in ct Ns PALA Gna ae 39 
Ppeeimt as Wie ole ciate Leena SL Ay a Shh 109 213 3.60 42 
4 oe I A Ae NR Sa ga RR tA a 257 ol7 5:27 52 
Foe SSS Ce EE ERE ee REE oy hd eet pA 695 935 9.40 67 
RECUR Spal abh a abe «seis cea need ame. Ok 650 893 7.59 76 


(1) (2) and (8) from Mr. O. Ay Lemieux; (4) from Dr. J. F. Booth. 


Here are some figures which are taken from two sources, one from Mr. 
Lemieux and the other from Dr. Booth who spoke here yesterday and this 
morning. I shall not talk on these at any length, because Dr. Booth may 
have already discussed it. It gives the total value of farm machinery in 
millions, 109 up to 600 millions, 1931 a little more. The value of machinery 
per farm in dollars is $213 up to $893; the value of the machinery per acre in 
dollars $3.60 to $7.59, acres of improved land. 


By Mr. Graham: .» 


Q. I asked for 1931, Dr. Hopkins. 1921 was a very high priced. year for farm 
implements?—-A. Yes, the price of machinery was higher in 1921. 

Q. It was a war year?—A. Subsequent to the war year. 

Q. That is probably one of the explanations ?— 


CROP ACRES HANDLED PER MAN AND MACHINERY INVESTMENT PER CROP ACRE 


Investment 
Size Acres Crop in 

Province of farm in field acres per | machinery 

(acres) crop man per crop 
acre 

EPO AOL ee ole ULE ate GR nn a a et eal obo ad 93 44 29 $12.11 
RA END GAIL Us he i, tae nieetn| Meson Se UI GM MAO ON 109 19 14 13.79 
DRS at ey TES gS ae Sea ee oR RE TRE a £99 27 18 14.81 
CS Deer eg ta eC OMNI Ome ihe di ete sin ee 131 54 31 15.26 
ROU ERGRIRAOS Sone MOU UN Lieto oon Ma GENRE tT SPE (Os 114 sy) 33 16.98 
JP Ne Nv I Se i RR mE ela er 279 126 73 9.98 
BELG FORA ERG WYATT otes sg wate tee Sec abs Sood eotal es 408 167 LAS. ibe 
nat To SNS at) WES Gea REN Pe ey ie aI a ERTS UR rca 400 129 89 7.87 
Pee eS OUINI RE Joh, Pe Ne OS CR ae a eR 129 18 12 19.87 


By Prof. L. G.Heimpel from 1931 census. 


A. Yes. Then I have another table taken from the work of Professor Heimpel 
in order to show crop acres handled per man and machinery and investment 
per crop acre.‘ This chart will show you the acres in field crops. You will see 
a great difference here. On large farms a farmer has less invested in machinery 
per crop acre. That shows the utilization of the land and the condition of labour. 

We now come to the number and value of horses and mules in Canada and 
the United States. : 
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NUMBER AND VALUE HORSES AND MULES RE CANADA AND THE UNITED 
STATES 


(000 omitted) 


Number Value 
Year EL rat ican) EES eae Pi ESE eC 
U.S. Canada U.S. Canada 
$ 
AY (28, 1 DCA ACI Aenea eae ee MnO gee SUL Je och, 24,043 2 598 Soe ah avs aa 381,916 
ROO ote Deh NN Oe ae A A OUR Ae a fet 2.128.481 RES eee ee 
5 OIL RON CAL an 8, AY NEA Ok BS og tle Meee 3,048 Ca OSA ee eee 264, 043 
OB Oe Pee iain a ee NaN ly 8 eta GA ae nO heh ran 19,050 3,295 1,405, 444 202,013 
OD i | aaa iakee AS Gaueny Vor Sek Hd ighatacs jovnaae eth Soules ea 16,873 2,933 1,195,355 168,132 
NuMBER OF Farms IN 1930-31 
NUS PS Cie tei: Sen ay Bee ele ay Vek OREM) - 3 SEAR T IC ae en ae Oe 6,288,648 farms 
POE Niche C ROpRANN eoNMNMIN copes NSE TAI CON aie! GIRS) Ae ON A CR etre 728,664 ‘“ 


Inasmuch as we are dealing with mechanization it is interesting to 
study just what has happened to the horses and mules, how they have 
decreased in number. My manuscript contains a large group of years, but I 
have selected on the chart these representative ones. I have the number of 
horses and mules for 1910, 1920 and 1930 in the United States, and 1911, 1921 | 
and 1981 in Canada. United States censuses are taken in 1910, 1920 and 1030 
while Canada’s censuses were taken in 1911, 1921, and 1931. In 1910 in Canada 
there were 2,598,000 horses. In 1922 there were 3,648,000 horses in Canada. 
That was the high production year. In 1930 there were 3,295,000 and in 1934 
there were 2,933,000. There was a gradual drop in the number of horses. In the 
United States—and J think it is useful to quote these figures for the United 
States because we live just across the border and many of the influences which 
have a bearing there are reflected here—in 1910 there were 24,043,000 horses; in 
1920, which was their high year, instead of 1922 with us, there were 25,323,000 
horses; in 1930, 19,050,000 and in 1934 16,873,000. If you look at this table in 
regard to the United States, particularly, you will see the enormous drop from 
25 millions to 16 millions in 14 years. 


By Mr. Cleaver: 


Q. How do you account for the drop in the United States being so much 
more marked than the drop in Canada? Will you say something about that?— 
A. Mr. Armstrong will touch on that. | 


By Hon, Mr. Gardiner: 


Q. The number of our farms would be increasing more rapidly?—A. Yes, 
that is another point. 


By Mr. Mitchell: 


Q. Mechanization has something to do with that?—-A. Yes; there 1 isa slightly 
larger number of tractors per ratio to farms in the United States and gives you. 
the trend. Now, irrespective of what a person thinks and whatever his prede- 
lictions may be in certain lines, it is Just as well to bear in mind what is taking 
place as a guide to the future. It does look as if there is quite a substantial 
drop in the horses and a corresponding increase in the tractors. My friend Mr. 
Armstrong will deal with that. The value is listed here in the chart, but I will © 
not go into that because it is hardly necessary for me to do so. You will observe 
in the United States there has been a very substantial drop from $2,700,000,000 
to $1,195,000,000. It is a tremendous drop, but a truer picture of the situation 
is really the number of animals rather than the value, because the value ranges 
from year to year. 

[Dr. E. S. Hopkins. ] 
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By Mr. McLean: 

Q. The Canadian figures dropped off more than half, and yet the figure has 
increased by one-sixth, 16 per cent as against 10 in 1934?—A. The lowest value 
was really in 1932. I “did not put that in. 

@. Yes, that would be the lowest value—-A. That gives you some idea of 
trends in mechanization. Obviously, a discussion of the tractor and the 
combine would be a useful thing to include in trends of mechanization, but as 
Mr. Armstrong is covering that phase of the subject he will deal with it. The 
tractor and combine situation is quite an important one in this country, and a 
growing one, and it is left for a special chapter. We have made inquiries from 
our various superintendents on the different farms throughout Canada as to 
| what trends have taken place in mechanization from Prince Edward Island to 
_ British Columbia. It is rather tedious to give you detailed information in 
regard to that, but in the prairie provinces as you know, there has been quite a 

trend since 1920, or 1918 maybe, up to the present, towards an increase in the 
: number of tractors. 

; A change was made in the type of implements used, connected with the 

tractors, with the introduction of combines in 1922 and in the method of culti- 
' vating the land. Now, as you know, the ploughing of the land was originally 
thought to be the best method that there was, and anybody who did not plough 
land was thought to be a renegade of some description, that he was lazy or not 
up to the mark in some particular. Now, there is quite a change, and we are 
doing work along that field to see what is the best method. 

In 1911 Dr. Grisdale, then director of experimental farms, laid out a system 
of experiments on the various experimental farms in the prairie provinces in 
which he compared the different méthods of cultivation and the different methods 
of ploughing; ploughing at three inches, ploughing at six inches, ploughing the 
summer fallow twice and three times; burning the stubble and not burning the 
stubble, disking the stubble. You appreciate what is involved in that, and it was 
a very excellent piece of work. Some of it is being continued now. We found that 
the yields where we cultivated the land were as good as where we ploughed the 
land. However, some of the men on the spot who come from eastern Canada could 
not credit these things, and thought surely there must be some mistake. Now of 
course we know, the practice has developed; but then it was not known, and 
even some of the officers on the farm thought that surely there must be some- 
thing wrong; but further work has confirmed and convinced, that the cultivating, 
or disking, or one-way disking is giving fully as good results as ploughing. And 
furthermore, in so far as soi] drifting is concerned it is more effective in that it 
leaves the stubble on the surface. I mentioned this point to show this trend and 
change in implements, and naturally new types of machinery have to be developed 
for that. 

In eastern Canada there has not been so much change, and with respect 
to our machines in the east it is claimed that the improved models last longer 
than those bought in earler times. There is a limited increase in tractors, but 
the difference is net nearly so great as was the case on the prairies. 

And now, I have two further topics. I think possibly I can handle them 
together. One is the nature of the work with respect to farm machinery 
investigations by the Dominion Experimental Farms, the other is the standardiza- 
tion of farm machinery. 

This question of the standardization of farm machinery 1s ue no means 
a simple problem. Some people regard it essentially as a means of getting parts 
from different concerns that would be interchangeable. That is, their main 
thought, is the use, convenience and cheapness of getting parts that would be 
interchangeable on different machines. The producer of machines, and I am 
not speaking for his interests, but I would think that a man who makes farm 
machinery would consider standardization from its effect on reducing the cost 
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of production for him, because in fewer lines naturally there would be a less — 


cost. And the distributor is anxious to get fewer parts and smaller inventories 
to carry so that -he would not have such a large investment in it. 


‘{ do not want to dwell on this other than to show the points Ne view relating 
to standardization as they exist. I just want to make some reference to another 


matter which might not be out of place. It is this: For example, in the British 
Empire and in the United States we use a system of weights and measures 
which is about as inconvenient to use as gould well be imagined. Probably that 
is putting it a little strong; but at any rate inches, feet, rods, and miles; weights, 


in pounds, troy, and apothecaries’ weight. If we were put to a test right here in 


this room to write down what we knew about troy weight and apothacaries’ 
weight, and write out a conversion of weights and measures using our system in 
Canada and Great Britain into metric measure it would not be very easy going. 
But, if vou were a Frenchman or a German and were asked anything in connec- 
tion with that, the metric system is incalculably superior, but yet we haven’t 
got that. And one of the reasons why we have not got it is because of the 
difficulty and the inconvenience and loss that might take place in the change. 
Another thing is the matter of the 18 month, year. There is no question about it 
that the 13 month year is better than the 12 month. So that when we come 
to the farm machinery aspect of standardization I merely point out these are 


other instances where standardization would be desirable. I might also men- | 


tion language throughout the world. If we had the one language think what a 
oreat advantage that would give. 


Some Hon. MEMBER: Or social credit. 


Witness: Well, we won’t enter into that. So far as standardization goes. 
you will readily see that there are phases in which marked progress could be 


made if it were rightly apphed. Now, so far as farm machinery is concerned I 


want to say in the first place that there has been among the companies themselves © 
quite a little standardization undertaken. The Journal of Agricultural Engineer- 


ing in its various issues has dealt with this question of the standardization of 


farm implements. In. some cases these articles are by members of firms and » 
sometimes they are by agricultural engineers associated with agricultural — 


colleges or experiment stations in the United States, and considerable infor- 
mation is presented. I have in my hand here the issue for November, 1923, 
in which the Deere Company show how they have standardized their wrenches 
from 24 to 4. I have another issue here, that of December, 1923—these things 
come in waves and in certain issues you will find a great deal about. standardiza- 
tion, while in other issues it may be something else. Considerable discussion 


about the subject was taking place at this particular time. In this issue, officials 


of the International Harvester Company refer to the decrease in the number of 
lines of different types that they had made. I will not read it all but some 
of them may be of interest. Disk harrows, from 286 types of disk harrows, and 
you would almost think this impossible, to 68; engines, from 130 to 4; ploughs, 


from 398 to 271; spreaders, from 442 to 2; sears, from 2,102 to 164. That i is what 


I am quoting from this, paper. 


Mr. Lraper: Just along the line of standardization: While they may reduce 
the number of types is it not true that they change their models every few years. 
Now, I have not read so much about the standardization of machinery but I have 
had some practical experience, and when I required a repair for my binder and 
IT went to one that I had just discarded for some reason to see if there was a part 
on that which would fit; it was not a different make, it was made by the same 
company, say the Massey- Harris Company, and owing to the change of model 
which took place maybe the year before that the repair part of the old binder 


while it might be gocd for many years of service would not fit the new model. ; 
Now, it seems to me that it would be all to the advantage of the man | who uses 


“Dr. E. 8. Hopkins. ] 
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; ~ machinery to have these parts interchangeable, but I can see where it would 


not be to the advantage of the machine man; they would not be able to sell 


- so many repairs. 


Mr. McLwan: I wonder if that is correct? I do not mean the statement my 
hon. friend has just made; but I wonder if it would not be better for the repair | 


business if there were standardization. I think motor companies show a different 


experience. 
Mr. Mircuetu: But they change models every year. 


Mr. Leaver: Following that up, Mr. Chairman, might I say that it has been 
stated in the House and I think it will be defended here by the manufacturers, 
that they have so improved their machinery that as a consequence they have had 
to raise the price, and that they have improved it at the instigation or request 
of the farmer: I doubt very much if that is true. I think much of the change 
in farm machinery is not an improvement. They may say so, but as an actual 
user of farm machinery for the last 30 years my view is that they have changed 
the models of their machines, not at the request of the farmer but for the simple 
reason that the old model has repair parts which might be used on the later 


- models if no change was made. A lot of the older models are doing just as good 


work as any of the new machinery. 


Witness: I think there is a special topic coming on this question on the 
change in the quality of machinery. 


Mr. Leaver: We will hear something about it. I am sure of that. 


By Mr. Tomlinson: 


Q. You mentioned that the machinery aa today lasts longer than the old 
machinery. I was just wondering what you meant by that statement?—A. I 
meant that is eastern Canada, and I did mention the fact that new machines are 
lasting much longer than the older ones on the average. The reason for that, I 
think—and I do. not wish completely to contradict the member who has just 
spoken—but I think the reason for that is to be found in improvement in design 
and in the quality of metals used. 

Now, in the prairie country a little different situation has developed. A 
much larger number of tractors are operating on the prairies and I think perhaps 
when machine companies put out machines for tractor use they were not always 
quite as strong as they should have been. The tractors themselves have also 
undergone an enormous change, as Mr. Armstrong will mention when he comes 
on. The type of tractor has changed, so that if any person had standardized the 
type of the implement necessary for use in the tractor 15 years ago with the 
present day tractor he would have standardized the wrong thing: He has got 
to make it so flexible that changing conditions will make it possible for him to 
have the machine that he wants. Naturally, they have got to keep in mind what 
people want. 

Now, I think one reason why there has been a certain amount of delay in 
the standardization of machines is that there has been, as I have pointed out to 
you, a trend in the changing from horse-power to more mechanical power, in the 
United States, a very substantial one; and, of course, a considerable amount of 
the farm machinery is made in the United States. Therefore, in standardization 
it would be not wise to get standardization before the equipment that was going 
to draw the implement was somewhat standardized as to power and speed. | 

There have been some instances of standardization taking place. Not very 
many, but some. The power take-off has been standardized so as to be utilized 
with different machines, but on the whole there has not been a great deal of 
standardization as between one company and another. There has been a great 
deal of standardization, I think, within the companies themselves. I feel 
confident of that. 
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Some think of standardization from the point of view of parts. I rather — 
think that there is something in addition this thing, and that is the standardization 


of types of equipment. I am not saying that the question of the standardization 


of parts is not important, but the standardization of types of implements might | 


be it seems to me a matter that could be investigated and studied. Take, for 
example, plows. There are over a dozen different types of walking plows used 
in eastern Canada. It is claimed that these types are made to suit different soil 
conditions and the personal preferences of ploughmen. If any of you gentlemen 
have ever been at ploughing matches you know pretty well what preferences: and 
predilections people have for different ploughs. These types have different shares 
and mould boards, different curvature of beam, length of handles, holders, wheels, 
skimmers, shares and so on. There are also several different types of riding 
ploughs. In addition to these different types there are also many different widths. 
These widths vary. from 7 inches to 14 inches. , 

In western Canada there is not such a wide variation of types; the 14-inch 
gang is most commonly used; and recently the cultivator, the one-way disc, 
is quite extensively used to replace the plough. So there we have with the 
ploughs quite a large number of different styles and different widths. Are they 
all necessary? They are being manufactured, there is no question about that, 
and the making of so many different types means additional cost for the manu- 
facturer, but do they make for any greater economy for the farmer? 

Let me turn next to the seed drills. There are many types of seed drills. 
In eastern Canada the drill row spouts are spaced 7 inches apart while in 
western Canada the standard spacing is 6 inches apart. Now, why is it 6 inches 
on spouts in western Canada and 7 inches apart in eastern Canada? We 
were very greatly interested in that at one time and arranged an experiment in 
which we tried having the drill row spouts, or the rows of grain, at different 
distances apart. We used the eastern Canadian conditions, the 7-inch spacing, 
which is normal here in one case, and we split it in half to 34 inches, and then 
we doubled it making it 14 inches wide. We did that on a very small piece of 
land mixing the scil so that we would get it as uniform as we could, and then 
replicated it in plots. We found the 14-inch spacing a little too wide, but it 
was surprising to find what crops you could get out of your 14-inch spacing just 
the same. But, so far as the results from the 7-inch spacing, the 34-inch 
spacing and the 104-inch spacing was concerned there was simply no significant 
difference whatever. While the normal type of drill sold in eastern Canada has 
7-inch spacing, the normal spacing on the prairies is 6 inches; and in some 
places in the States I believe it is 8 inches. There is a considerable difference 
in that and so far. as I know there have been no real experiments to suggest 
or prove whether it should be the one or the other. ) 


By Mr. Johnston: | 
Q. Could not the wider spacing be conducive to more weeds in the prairies? 
—A. Wider spacing means a little more chance for weeds to get in. I do not 
think there would be very much difference between the 7-inch and the 6-inch 
spacing. . 
By Mr. Golding: i ce 
Q. The more your ground is shaded the sooner your Russian thistle chokes 
out?——A. Russian thistle comes on mostly in the fall of the year. Under normal 
conditions, if you have a good year, you do not have Russian thistles. | 


Mr. JoHNSTON: You would not have weeds on experimental farms. — 


Mr. Goutpine: The reason you do not have Russian thistle in good years | 


is that the wheat chokes it out. 
WITNESS: That is the reason. ) Ree 
[Dr. E. S. Hopkins.] 
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Mr. Gotpinc: In a dry year you get a greater advantage with respect to 
weed control through the closer drilling which tends to choke it out. 

Witness: There is no question that where the spacing is wider weeds will 
come in. But my point is that there is very little difference between a spacing of 
- 6 inches and a spacing of 7 inches. I would like to see some proof established 
before I would accept the fact that there is a real difference. 

Mr. Leaver: What you could do is to take a western drill spaced at 6 inches 
and bring it down here to Ontario, and you could take one of your Ontario 
drills spaced at 7 inches out to some place in the west and use them for a period 
of years. You could establish your point in that way. You say they are 
changing the models. That would provide a practical demonstration. 

Witness: Yes. I am drawing your attention to these things for the reason 
that I believe that a study of the adaptation of different types of machines for 
the different types of work which they are supposed to do would warrant more 
study than is now being made. Then, there are many cultural implements; 
ploughs, harrows, discs, cultivators, one-way discs, combined one-way dise with 
seeder attachment, harvesting machinery and other machinery, that might be 
investigated as well. No one knows, in the different sections of Canada what 
_ types will give the best results from the point of view of yield, and naturally that 
is what you want—-yield, together with convenience in operation, economy of 
operation and control of weeds; ability to operate in sandy land, loamy soil or 
clay soil; ability to control certain weeds. The experiemental farms are not, 
as an hon. member suggested, free from weeds by any means. We run into 
the question of all types of weeds in all parts of Canada. One section is inter- 
ested in Russian thistle, another in sow-thistle, still others in stink weed. In 
each case they would not be interested in any other weed; so that we need to 
have implements that will handle these different weeds efficiently. My thought 
is that investigational work is quite an important part in any program of 
standardization; because if one knew just the best type of implement to use 
that could be published the farmers, if they wished, could buy it. 

I do not think there is very much further for me to present. In our work 
at the Dominion Experimental Farms I may say that we do some of these 
things but not very extensively, not sufficiently exhaustively to enable us to 
make definite suggestions to implement concerns to any great extent as to what 
should be done, although we have studied quite a few implements. In the 
prairie provinces we have looked into quite a number. We introduced the 
combine at Swift Current in 1922. It was the first combine that was intro- 
duced. We tried out drying equipment with it to see what we could do about 
harvesting a little earlier with the combine. We did not get anywhere with 
that and we had to wait for the grain to dry. We did work with the swather, 
pick-up and the header barge. I might give you a long list of different imple- 
ments that we have worked with. They need to be studied under different 
soil conditions, because it is not enough to say that it worked on one farm. 
Supposing we had a clay-loam farm and we were able to get certain results, 
if igas had a heavy clay soil he would not necessarily get the same results 
at all. 

I have taken up a lot of your time and perhaps I should discontinue my 
remarks. I want to thank you for your attention in this matter, and if we 
can be of any assistance at the experimental farms in connection with any of 
your work we will be very glad to have you call on us. 


Mr. Armstrong is going to discuss other’ aspects of the work, such as the 
tractor, the combine and the quality value of machinery. 


The CuHarrMaNn: Thank you. We will meet this afternoon at 3.30. 


The committee adjourned at 1.50 o’clock p.m. to meet again this day at 
3.30 o’clock p.m. 
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AFTERNOON SESSION 


The committee resumed at 3.30 p.m. 


The Cuamman: Gentlemen, I think we have a quorum and I shall now 
eall on’ Mr. Armstrong. 


J. M. ArmstrRoNG called. 


Mr. GraHam: May I draw to the attention of the committee two items 
that give significance to the material that will be given this afternoon? With 
regard to tractors and combines, we have received from the United States 
Department of Agriculture a compilation made by that department of the whole- 
sale prices of American wheat machinery in certain foreign countries, and in 
the United States in 1935. In the case of tractors, although it is a smaller 
tractor, all tractors are on the same basis, it would appear that Canada 1s 
paying a high price for its tractors. Later in the inquiry tractors will be one 
of the important items to be inquired into. Secondly, you will perhaps always 
notice that the implement companies will give a great deal of significance to 
the report on an inquiry into changes and quality values of farm machines 
made by three American agricultural engineers and professors in agricultural 
colleges, Professor J. Brownless Davidson, Iowa State College, was head of the 
committee. They took certain implements and by a process of enumeration 
listed and evaluated the improvements made between 1910-1914 and 19382. 


They placed an index card of the improvement in each of these machines, and — 


it is the basis on which Mr. Armstrong will speak. I want to read that basis, 
because we asked Mr. Armstrong of the Experimental Farm Branch to prepare 
a comparative statement with regard to the improvement that has taken place 
in Canada. Starting with the basis of 100, the list is as follows:— 


Per cent 
6 1s cWE SMO OYRITG Let guna Ai sanMeneamAIN, SEBS hel ANE 8 Tl Ae Raa Rae Pa Na nat a 170 
ORO Nr aigee res enter pment SAV AE RR alee ico) Cay Oc MOA PAIR A NED Sma Nt ia 165° 
AOE RG set UD ROA Ot oantis gs) HSU GA A MMRTURN oc) hy ot sly Ue COEDS EN REN otc 140 
arn engine (8 Ons pO Wer). ais'< uses as0l Galea cis. Wie Waselawe wih pauls etaateuts 200 
TYGER Ee OM ur se tein nak austen, Se es nearer eS id Clie eg ati) a 190 
Peo -LOOth: Ware we kein Pte en Onn aera eI vain Bic TU es OC arial ah Re Lavaetae hae 130. 
PTC Loot: Harrow Ms al aha hate ee gia ce, em slabiug swe oan 140 
Hay Loner (hs cio Pe Oe ita ak AGU ea UA PRY ae ender en, BAR Rae aa ol., 155° 
NP iy ert i ie se aa ey pera open any alone tlle L RAIA Muhiye telat Gab tig Ruka Lagy Lei staue 170. 
(OTH, PICKED, 2) sen nee nissan ety Manley s Worse a a al ies dD ina 210 
LUG sc eye eas ren neeaei cunts po Rs eset NUE ye ERAN Sa Ta Mah ag Sd aa aN aba 155— 
FEO DOTS ROE MOCO ten rnatra nat ina. ie Peete Ua ms ouBNn gly tal Ww Ge sag te cclgRs 190 | 
TH aY catey CULO LER 4 b BUM CALM ig se Navi 6 TN Hc nS ati MPT UR Sg A ALagreany eer papa NaS 150 
Walking plough ome tase ye Le UE ooh a Sw ee Ss sia ee aul 140 
Walking. ploughs -Gw Gig irende s ois cole hbicclein dace bee eee 6 Oe Paks tee eS 140 
DSU TEC Viragh ioe aie eae ie ab Tee RUC Or clea SR AUas laud ts aula Wi vcd’ ecg tS enolate a tau 135 
Side-delivery rake and tedder...... UE dat a ge SRE VN NR IO Ris 140 
CONE ASE BAO RN CUe Ne hue Ur date ome iaammnmutaca fC. She fat aL A ti 145 
Worn shel ker Gs meri ane tnd aon ce Node Rea Rated RC aiaiu ce vo. eatin: aes anne 190 
Com sheter (Ciand cia cious Ue mats ewe Mi guiaCA leat ala Hicleler a ane) gmeners 170 
Mamire spreader io 5 ies tata cisielens ROS A UCM Dea NAS Val sl Ge Sy a aM Shes eee 
Grain thresher 3. i). 64 Weeebo Phen ae sa RIS UR Roan ec dtioe aiera tla ee 185 
Lee tes Sit earesh a6 eb aight: Ma Oa pet Ma ay GH OSariy iGSny oc IR Uta Noe a) A BBN SIDR, a a SABE 175 
Prslace aurtber (1G ING Diade ke ey Sosa ves we he's bos ob Renate wou 215 
Spraying machine (two nozzle).......... ls RE Meleehe Vials sok aiiy ance tk aR 175 


Mr. Armstrong will have this particular report in mind and will give you a 
comparison of the report found by themselves. 


The CuarrMan: That, will help. 


Mr. GraHam: Between 1910-1914 and 1932. Ke 
[Mr. J. M. Armstrong. | 7 
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By the Chairman: | 
Q. Will you kindly announce to the committee your official position?—A. 


_ Mr, Chairman and gentlemen, my name is J. M. Armstrong and I am connected 
_ with the field husbandry division, experimental farm, Ottawa. In regard to 


this question the Dominion experimental farms have been asked to prepare a 
statement on the changes and quality value of farm machines. It may be said 
that many marked changes have taken place in farm equipment in the last 25 
years. In many instances the utility value of the equipment has been increased. 
It will be appreciated that the problem of valuating these changes 1s an extremely 
difficult. one, and that any estimate is largely a matter of opinion. In addition 
the question may be approached from different angles. One method of approach 
is to regard the increase in quality value on the basis of longer life and increased 
capacity, also taking into account reduction in maintenance, and cost of repairs, 
reduction in power required and greater safety and convenience in operation. 
This is largely the viewpoint of the user of farm machinery. For the viewpoint 
of the engineer, however, 1n addition to a consideration of the points referred to, 
particular stress would be placed on engineering features such as improvement 
in design, materials of construction and operating precision. 

The Dominion experimental farms have endeavoured to approdch the 


problem from the viewpoint of the user of farm machinery, and accordingly have 


made a survey of their farms in the prairie provinces, and eastern Canada and 
British Columbia to learn the consensus of opinion as to the quality value of 
farm machinery. 

Information is presented showing the major improvements in each machine 
and the Dominion experimental farms estimate of quality value basis 1913 and 


1936 on a specific list of farm machines. In summarizing the survey the esti- 


mates given by the Dominion Experimental farms have been compared with 
those given in a “ Report of an Enquiry into ‘Changes in Quality Values .of 


Farm Machines Between 1910-14 and 19382,” by J. B. Davidson, G. W. MeCuen, 


and R. U. Blasingame, published by the American Society of Agricultural Engi- 
neers. 

The first implement which we will consider is the ten-inch walking plough. 
The experimental farm’s estimate of increase of the comparative quality value, 
basis 1913, is 100 per cent, and the present day quality value is also considered 
as 100 per cent. That is, it is considered that there has been no major change 
in walking ploughs used in Canada. By comparison the Davidson report places 
the value of the walking plough at 140, their basis being 1910 to 1914, 100 per 
cent. The second item refers to 4 sections iron diamond harrow as used in 
Eastern Canada and British Columbia. The experimental farm quality value 
is 110, an increase of 10 per cent. The harrow referred to in the Davidson 
report is not comparable to the harrow which has been considered by the experi- 
mental farms. The third item is a 6 foot single disc, on which the experimental 
farms have given an estimated quality of 125 compared with the Davidson report 
of 190. In that connection these two figures probably are not strictly com- 
parable. The Davidson basic machine of the period 1910 to 1914 represents 
an older style of disc than that taken as a basis for the estimate by the Experi- 
mental farms. ‘The next item is 2 sections spring-tooth harrow on which the 
Experimental farm’s estimate is placed at 100, so that there is no increase in 
quality value. The Davidson report on a similar implement is not strictly 
comparable. In the Davidson report the comparison is a lever type harrow. 
The next item is a 6-7 foot spring-tooth cultivator, which the Experimental 
farms have credited with a quality value of 110. That machine is not reported 
in the Davidson report. The next item is a 13 run drill. The Experimental 
farms have given the drill a quality valuation of 130 as compared with a 
valuation of 140 in the Davidson report. 
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By Mr. Cleaver: 

Q. Without interrupting the continuity of your evidence, will you ae an 
what the Davidson report is?—A. I thought the previous explanation covered 
wae The report in question— 

~Mr. Spence: It would be much easier for us ey back here, if the 
witness would speak a little louder. 

Witness: The report in question is the “ Report of an inquiry into ate 
in quality values of farm machines between 1910-14 and 1932,” ee by 
J. B. Davidson, G. W. McCuen, and R. U. Blasingame. . . 


By Mr Needham: 


Q. W here did you say the improvement was, in the dise or drill?—A. In the 


drill. 

Q. In the quality of the bearings of the disc, the material or what?—A. 
Which implement do you refer to? 

Q. The drill—A. The major improvements have been the ae from Yad 
to steel wheels, the use of a steel box, pressure lubrication and more accurate 
feed. The next item is a five foot binder for use in eastern Canada to which the 
experimental farms have attached a quality value of 130, compared with the 
Davidson report of 170. The next item is an ensilage cutter for which the 
experimental farm figure is 175 compared with 215 in the Davidson report. The 
next item is manure spreader which has been given a quality valuation of 140 
compared with 180 in the Davidson report. The next few items are machines 
used in the prairie provinces and cover first, the 2 furrow 14 inch gang plough. 
The experimental farm’s figure for quality value is 120, compared with 150 in 
the Davidson report. The next item is 6 sections iron diamond harrow for which 
the experimental farm figure is 90, that is, of a lower quality value than the 


older machine. The harrow reported in the Davidson report is not strictly — 


comparable. The next item is a 14 foot single disc to which the experimental 
farm has given a valuation of 125 compared with 190 in the Davidson report. 
Again, those two figures are not strictly comparable. The 14 foot single disc was 
not in use in 1913. The quality value of this implement has been estimated on 
the disc that came into use shortly after 1913; therefore the experimental farm 


figure is not strictly comparable on the basis of 1913. The Davidson estimate is — 


based, as I said before, on a dise which is probably of a little older period than 
the basis taken for the experimental farm estimate. The next item is a 9 foot 
stiff-tooth cultivator, duck foot. The experimental farm estimate is 125. This 
implement is not reported on in the Davidson report. The next item is a 20 run 
drill. The experimental farm figure is 120, the Davidson report it 140. The 
next item is an eight foot binder. The experimental farm estimate is 130, 
Davidson report 170. The last six items referred to machines used in the prairie 
provinces. The items which follow refer to machines common to eastern Canada, 
British Columbia and the prairie provinces. The first item considered is a six 
foot mower. The experimental farm’s estimate for this machine is 140 compared 
with the Davidson estimate of 170. The next item is a 10 and 12 foot dump 


rake. The experimental farm estimate is 115, compared with the Davidson — 


report of 135. The next item is a 28 inch thresher, which has been given a quality 
valuation of 130 by the Experimental Farms compared with 195 in the Davidson 
report. The final item is a cream separator which has been given a valuation of 
150 by the experimental farms, as compared with 145 in the Davidson report. 


By Mr. Graham: 


@. Would there be a difference in the canoe of a creat Sepmrnine since the 
period mentioned in the Davidson report and your own?—A. Yes. Since the 


period covered by the Davidson report, stainless steel discs have been developed 


for use in the cream-separator. 
, [Mr. J. M. Armstrong. ] 
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— Q. So that that comparison is not quite as unfavourable as it would appear 
because of new developments?—A. No. There has been a further improve- 
ment since the Davidson estimate was made. 


By Mr. Mitchell: 


. In making these estimates just what has been taken into consideration; 
has it been just mechanical improvement, or does it include increased user value, 
say such as inereased yield?—A. The basis taken for the experimental farm’s 
estimate has been, as I have said, longer life, increased capacity, reduction of 
i maintenance and repair cost, amount of power required, and greater safety and 
- convenience in operation. Under each implement we have listed the specific 
items of improvement. It is contained in the report. Under convenience of 
operation, for example, consideration has been given to lifting device on the 
— cultivator. Under improvements in the quality of the work done by the 
machines may be cited, closer skimming in a cream-separator, and more accurate 
_ seeding in the case of seed drills. 


By Mr. Thorson: 


(. Are the same bases used for the purpose of the Davidson report?—A. 
The Davidson report was based on the years 1910 to 1914 as compared to 1932. 
_ In making their inquiry they limited their study to 25 typical farm implements 
in use in the pre-war period. 
| — Q. What factors did they take into consideration in arriving at their estimate 
of improvement?—A. They took some 12 different points into consideration. 
‘They are listed in the report. Would you care to have them enumerated? 


The CHarrman: Yes.—A. The factors considered in the Davidson report 

were as follows: one, greater durability and productive usefulness; two, reduction 

in the replacement of wearing parts; three, reduction in loss of time due to failure 

_ of machines to function continuously; four, less breakage of machine parts; five, 

increased efficiency in the use of energy; six, increased capacity of machine; seven, 

- improved operating efficiency; eight, improvement in operating precision; nine, 

reduction in time required to. care for machine; ten, reduction in lost time and 

expense due to accidents; eleven, greater economy through improved operating 
devices; and twelve, increased efficiency through lessening operator’s fatigue. 

In making their comparisons the authors of this report, according to their own 
statement, made ‘a detailed examination of twenty-five machines of 1932 
in comparison with similar machines of 1910-14 at the plants of three prominent 

farm machinery manufacturers where machines of both periods were made 
available, together with the engineering records and data relating thereto.” 

~Q. Were any facts taken into consideration by the experimental farms that 
were not taken into consideration by the Davidson report, and vice versa?— 
A. I believe there is a difference in that regard, in that the experimental farms 
have attempted to approach the matter largely from the point of view of the 
user; whereas, it might be said that the Davidson report approaches the problem 
possibly more nearly from the engineering standpoint, giving possibly greater 
consideration to engineering detail. 

Q. There might be an increase in value from the engineering viewpoint and 
yet not be an increase in value to the user?—-A. Yes; that is, the utility value 
might not be considered to have increased correspondingly to the engineering 
» value. 

Ss By Mr. Golding: 
Q. What about durability?—A. That has been considered in the experimental 
farms’ estimate. 
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By Mr. McLean: ‘ 

Q. The statement you made would appear to be self- contradictory: aes 
could you improve a machine from the engineering standpoint and not from the 
standpoint of the users?—A. I did not wish to imply that. What I meant to 
imply was that more stress might have been laid on the engineering features by | 
the engineer inspecting the improvements than would be the case with the user 
of the improved machines. 

Q. It could only be as to their value to the producer that the engineer could 
rate them higher. The engineer must rate them in relation to their value to the 
producer?—-A. Yes, that is true. 

Mr. MrrcHeuu: The engineer’s rating would be an estimated reune whereas 
the user rating would be actual. 

Mr. McLean: Not necessarily. 


By Hon. Mr. Motherwell: 2 a 
Q. Does that term “ quality value” mean price?—A. No, it is distinct from 

price. 

Q. What is the difference between quality value and utility value?—A. They 
are largely one and the same thing. 

Q. How can you make a, comparison between the two?—A. The comparison 
in this instance has been made on the basis of the improvement in the machine, 
not on the price basis. 


By Hon. Mr. Gardiner: 


Q. Would the increase in quality value necessarily raise the cost of 
producing the implement?—A. We have no information on—that point. The 
experimental farms have not secured any information in regard to factory 
methods. 


By Hon. Mr. Monee 

Q. Take a binder: Does such an implement made in these days stand up 
as long as, or any longer than, one made 15 years ago. A good many farmers — 
think that there is one weak link in any binder, or any other implement. Is _ 
that the case now? Is there anything in that?—A. I would judge that on the 
whole the quality value in that regard has been improved. In the Davidson 
report they have listed approximately 50 instances from the period 1910-14 to © 
1932, in which minor improvements have been made; and some more or less 
major improvements in individual parts, as regards strengthening that Da : 
part. 

By Mr. Spence: 

@. Could you say definitely with respect to all farm imnpleneee as an 
engineering theory, that they are better to-day than they were ten years ago? 
I mean all classes of automobiles have increased in value. I was just wondering if 
farm implements would not be very much the same?—A. I think that the 
estimate given of improvement in quality value of farm machinery will answer 
that point. 

Q. Engineers do not work for nothing, and I imagine they improve things 
as they go along. 

The CHAirMAN: Are there any other questions anybody wishes to ask Mr. 
Armstrong on this particular section of his presentation? : 

Mr. Grauam: It might be interesting to know that the American Statis- 
tical Association in 1933 tackled the task of correlating these two prices. That 
relates to the point you raised, Mr. Gardiner. We are: attempting to get that 
information when they have it completed, but so far we have not been able 


'Mr. J. M. Armstrong.] 
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to get it. Mr. Gardiner points out in connection with automobiles, for instance, 
as you all know, as these improvements have come about the cost of cars per 
pound has gone down. What it is in connection with farm implements we are 
not yet able to say. We hope to be able to get it so that you may have the 
benefit of it. 

Mr. Warp: What do you refer to in the matter of correlation, what are 
they trying to correlate? 

Mr. Grauam: They take the actual improvements that have taken place 
in a binder and they find out what that means in respect to the actual cost of 
producing that implement with these improvements; for instance, some alloy 
may have been discovered which provides greater durability with less cost. As 
a matter of fact, that is an actual occurrence. 

Mr. Warp: There I think is the whole crux of the situation before us. 
The reason, of course, that I brought it up is that the implement companies 
have given some importance to this Davidson report as more or less justifying 
the increase in price. 

Hon. Mr. Garpinper: You take the assembly line system of production in 
automobile factories, that has lessened the cost as well as improved the output. 
The same thing would be true in the factory of an implement company. They 
probably might improve their machinery, and its system of production, just as 
they have done with automobiles, and in that way lessen their cost of production. 

Mr. GraHam: One would anticipate that. 

The Cuairman: I guess, Mr. Armstrong, you may proceed if you like. 


Witness: The next phase of the development of farm mechanization on 
which I have been asked to touch deals with the development of the farm 
tractor. The early tractors in use were merely self-propelled steam engines, 
and itis probably not well known that some of the earlier steam tractors were 
made by farmers in an effort to increase their available power for field use. 
The fact that steam ploughing proved practical may be gauged from the number 
of large steam-ploughing outfits that characterized the early days of our Cana- 
dian west. These cumbersome steam tractors were impractical, however, for 
field operations other than ploughing; and these gave way to the internal com- 
bustion tractor which followed them. The earlier internal combustion tractors 
were ‘also cumbersome, comporatively crude and often short-lived in the hands 
of inexperienced operators. They in turn were used largely for ploughing and 
farm belt work. The modern lightweight tractor has been developed within the 
last twenty or twenty-five years. Among the chief improvements may be con- 
sidered the reduction in weight and the enclosing of final drive gears so ‘as to 
be protected from the wearing action of the soil. These improvements greatly 
increased the usefulness of the tractor, making it available for cultivation and 
the preparation of land, even the seeding of crops. 

Improvement has been made in tractors also by way of improved materials 
and lighter construction together with multiple cylinders and closer governing 
which has resulted in more uniform delivery of power and greater flexibility of 
motor. Improvements in transmission have resulted in a greater range of 
operating speeds and an increase in the proportion of motor power delivered 
to the draw-bar. Reports of the Nebraska tractor tests show an increase in 
the ratio between maximum draw-bar and maximum belt horsepower developed 
from approximately 66 per cent in 1920 to 76 per cent in 1930. There have 
been other numerous refinements which have added to the quality of the present 
day tractor. High tension magnetos with impulse starters have made starting 
easier and eliminated kick-back in cranking with the attendant risk. Improved 
systems of oiling now ensure thorough lubrication of all bearings, while dust 
seals and air cleaners have effectively reduced wear, thus improving the quality 
value of the tractor. 
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The next development in tractor usage occurred in 1922, when the power 
take-off was introduced. The power take-off was not popularized, however, 
until 1925. The advantage of this improvement in the tractor is the power 
may be applied by this means at 80 per cent or higher efficiency, as compared > 
to 50 per cent efficiency by using ground-drive: wheels. | 

The next important development was the row crop tractor. The conven- 
tional character is applicable to general field crop use. The row crop tractor. 
however, has permitted an extension of tractor use to row crop cultivation. 

The next development of importance was the introduction of the pneumatic 
tire. This occurred in 1932. Tractor tires were tested out in 1933 by various 
government and private agencies, both in Canada and the United States. Tractor 
tires were first widely advertised to the farming public in 1934. At present 
some five or six companies are engaged in their manufacture. Rubber tires 
have enabled certain field operations to be done at higher rates of speed than 
formerly, due largely to the lower rolling resistance of a tractor equipped with 
tires. In addition for certain classes of work some economy of fuel has been 
made possible. 

The next development in connection with the tractor relates to the intro- 
duction of the diesel engine. At the present time there are several makes of diesel 
trractors available. The general advantage of the diesel is in the lowering of 
fuel consumption, and the fact that they can be operated on comparatively 
cheap fuel. 

Another development, that is somewhat apart from the development in the 
tractors available. The general advantage of the diesel is in the lowering of 
few of the implement companies added the farm tractor to their line of products 
shortly after the internal combustion engine made its appearance. These firms 
had, of course, been in the implement business for years. Some implement 
concerns have acquired tractor manufacturing plants only in recent years, while 
others have undertaken the distribution of tractors made by companies specializ- 
ing in tractor manufacture. No doubt the farm demand for mechanical power 
was largely responsible for these developments, together with the desire on the 
part of the implement companies for a source of power suitable to the size and 
type of farm implements made. To-day the major farm implement companies 
in Canada have over seven thousand implement dealers handling tractors and 
farm implements. | 

The next item which I wish to mention is the sale of tractors, or the increase 
in the number of tractors in Canada. I can probably present that better with 
this chart which I have here. Gute | 


TRACTOR SALES IN WESTERN CANADA 


(From Canadian Farm Implements) 


Year Number Year Number 
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1931 Census showed 105,360 tractors in Canada. 
83,061 were in West and 22,299 in East. 


This material shows tractor sales in Western Canada from 1919 to 1935. It 
will be observed that in 1920, 10,279 tractors were reported sold'in Western — 
[Mr. J. M. Armstrong. ] 
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- Canada. In the following year the sale of tractors dropped off materially, to 
3,428, and remained at approximately that level until 1926. There was a con- 


siderable increase in the number of tractors sold in 1926, amounting to 6,513. 


In 1927 there was an increase to 10,026; in 1928, it jumped to 17,148; in 1929 
it was 14,557. In 1930 there was a drop in the ‘sale of tractors in the Prairie 
- Provinces to 9,108. From 1931 to 1934 the sale of farm tractors was very 
greatly reduced in the Prairie Provinces. There has been a considerable i increase 
in 1935 as compared with 1934; there were 1,518 sold in 1984, and 2,175 in 1935. 
For the whole period of 17 years there have been 105 ,360 tractors sold in the 
_ territory. 
, In all Canada, according to the census figures of 1931, which of course would 
~not take into account sales subsequent to that date, there were 105,360 tractors 
on farms in this country. Of this number 83,061 were located in the Prairie 
Provinces. 


By Hon. Mr. Gardiner: 

@. Were those operating this last crop?—-A. That is a point on which it is 
very difficult to obtain any information. We have made several attempts. 

Q. The figures there bear out something which I think experience has taught 
every farmer in Western Canada, that every time we have had hard times— 
take 1921, 1922 and 1923—the use of tractors has gone down materially. Down 
lower again you find the same thing. Now, the statements made to us this 
morning was that it cost less to operate a farm with power than with horses: 
but my own experience is that every time a farmer gets hard up he goes back to 
horses. Why do they do it? 


Mr. McLean: Even if it costs them more they will go back to horses. 
Hon. Mr. Garpiner: They go back. That chart bears that out. 


Wirness: I will touch on that point in discussing the effects of farm 
mechanization, showing the effect of hard times on tractors. 


By Mr. Cleaver: 

@. Do I read that chart correctly; that 90 per cent of the tractors in the 
West, going back to 1919, are still in use? If you deduct the total of your census 
figures it means that 90 per cent of the total sold are still in use—A. No. Those 
figures are for all Canada. This figure is for the West. 

Q. Yes, 83,061; that is 90 per cent of the total sales down to 1931.— 
A. That would be the implication. 

Q. What is the life-time of a tractor?—-A. From a questionnaire submitted to 
large groups of farmers, and from our own experience, we place it at ten years. 
There are tractors which have been in use for more than that number of years 
naturally, but that is taken as the average figure. 

3 Q. Then it is rather obvious that your list of 83,061 tractors in use in the 

West, does not indicate that all of these are now in use?—-A. We are unable to 
give any information on that point. We have attempted to get information 
on that point and have been unable to secure any satisfactory data. 

Mr.- Warp: I am not sure that this is very relevant to the issue before us, 
but it may be of interest to the committee to know that, carrying out what Mr. 
Gardiner has just said, and I hope you will pardon me for a personal reference, 
but for the past fifteen years I have been operating a three-quarter section farm 
where an inventory is taken once a year; and in 1931 I said to myself, we will 
put the tractors up this year and we will try horses. I have proven by my own 
experience that I can operate my farm about 15 per cent cheaper with horses 
than I can with tractors. We were not buying any tractors. We had our 
tractors on the farm, paid for. It was just a case of the actual cost of operating 
tractors. 
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By Mr. Shaver: 

Q. What did you say is the life of a ‘tractor?—A. We estimate 10 years 
as the average. 

Witness: The next point I wish to touch on is the effect of the tractor. 
It is difficult to estimate the extent to which farm mechanization has affected 
the agriculture of the country. Certain changes are, however, becoming appar- 
ent. “For example, at the time of the 1921 census there were 14-89 farms for 
each tractor in all Canada. In 1931 there were 6-91 farms for each tractor — 
in all Canada. Inthe Prairie Provinces in 1921 there were 6-64 farms for every 
- tractor. In 1926 this figure had been reduced to 4:95 farms per tractor, and to 
3°52 farms per tractor in 1931. In addition to the increase in the number of 
tractors there has been a change in the size of farms to the extent that each 
farm had on the average 13 acres more crop in 1931 than in 1921. This 
movement has been due, largely, to the fact that the individual farmer has been 

able to handle a larger acreage with the aid of the tractor. Other effects of 

the tractor have been to lessen the number of horses required on many farms, 
and to make possible some reduction in hired labour. As has been mentioned, 
the cost of operating a farm has in some cases been increased by the use of 
the tractor; however, the tractor has undoubtedly made possible the conduct 
of farm operations in good season, and the industry as a whole has benefited 
through the use of the tractor. 

Another effect of the tractor has been greatly to increase farm purchases 
in the form of fuel and oil. The expenditure for tractor fuel in the Prairie 
Provinces is estimated at approximately twenty million dollars per year. The — 
expenditure for fuel has undoubtedly acted as a serious,check in the trend of _ 
mechanization in the Prairie Provinces during the last few years of low farm . 
prices. 

The next point I want to touch on is in connection with the introduction 
of the combine. 


By Mr. Leader; 


Q. Before you touch on that: Tractors have been improved in quality in 
recent years?—A. Yes. 

Q. And the price of tractors has gone down. You can buy a tractor cheaper 
now, notwithstanding the fact that they have been much improved during 
recent years?—A. I believe that is true. 

Q, While the reverse is true in regard to other agricultural implements. One 
of the reasons the manufacturer of farm implements gives as to why the prices 
have gone up is because of the extra quality that has been put into the. 
machinery. Well, you can say the same in regard to tractors, and yet the 
price has decreased.—A. I believe that the explanation offered by the implement 
trade in that regard is that tractor production has been subject to what is 
termed mass production. ' 

Mr. McLean:: In Canada, ais the last few years. 


Mr. Leaver: Have you an index figure on tractors, similar to the index 
figure on farm implements which you gave us? 

Wirness: No. We have not attempted to make an estimate of a similar 
character. I have pointed out some of the improvements that have taken 
place in the tractor. We have not undertaken, however, to make a direct 
comparison between the 1913 machine and the present day tractor. 


By Mr. McLean: 


Q. Before you leave tractors, would you tell us something about the Diesel © 
tractors; how widely they are used: why they are not more widely used; and 


(Mr. 7 M. Armstrong. ] 
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any other information you can give us?—A. The Diesel tractor has come into 
the picture only in the last three or four years, and then only to a limited 


extent. The first thing that militates against the Diesel tractor is its initial 


cost. They are relatively much more expensive than the gas tractor. 
Q. Because of the motor?—-A. Because of the necessity for building a 
machine capable of withstanding much higher operating pressures in the cylinder. 
Q@. And for that reason they would have to be built heavier?—A. Yes. 


Mr. Warp: I think therein lies one of the reasons why the cost of the tractor 
has gone down. Take a tractor that delivers perhaps say 15 horsepower at the 
draw bar and 30 horsepower at the belt, it is only half the weight today that it 


was twelve or fifteen years ago. 


Mr. McLean: Yes, with twice the strength. 


By Hon. Mr. Gardiner: 


Q. Are diesel engines made in Canada now?—-A. Not agricultural tractors, 
not to my knowledge. 
@. Where are they made?—A. In the United States, Great Britain and 


_ Germany. ' 


@. They are all imported?—A. Yes. 


By Mr. Golding: 


@. There is no tractor motor made in Canada?—A. Not so far as I am 
aware. ? 


Mr. Goutping: No, I do not think there is. 


By Mr. Donnelly: 
Q. Does Ford make their tractor motor in this country?—A. I believe 
they are all made in England today. | 
~ Hon. Mr. Garpiner: Is there any duty on them coming into Canada today? 
Mr. McLean: They are duty free—A. Not so far as I am aware. 
Mr. Goutpine: No. I do not think there is. 


By Hon. Mr. Gardiner: 


Q. Is there any duty on them now when they are coming in, or do you know? 
—A. There is none, I believe. 


By Mr. Golding: 


Q. You gave the approximate cost of gasoline used. Was that for a year?— 
A. Yes. 

Q. Or what figures did you give?—A. That was based on the annnal usage. 

Q. $20,000,000?—-A. That is an estimate. 

@. Have you any figures as to the actual purchases made of machinery; 
take the average say for any number of years?——-A. I believe that was brought 
out by Dr. Booth, if I am not mistaken. 

Q. The actual purchases for any given number of years?—A. No, the 
apparent consumption, I think it was—if I am not mistaken—of machinery as 
calculated from the production less export. I think that was presented previously. 

@. We would be able to get that from his report?—A. Yes. Am I right? 

Hon. Mr. GARDINER: Yes. : | | 

The CuairmMaAn: I think that information was in Dr. Booth’s statement. 


Mr. Gouprna: Thank you. 
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By Mr. McLean: 


Q. Perhaps you would tell us a little more about Diesels, just what it hand. : 


take to make them available in this country in regard to cost or to operating. 
There is a good deal of interest being taken at the present time by farmers in 
the Diesel, men who think that it is going to be the solution to their power 
problem. ‘I would like to be able to tell them, when they ask me why the 
Diesels are not coming in, just what must be done or to what level they must 
drop in price before they can be profitably used in this country?—A. I do not 
think we have any specific information on that point. I may say, however, 
that the increased cost of the Diesel has reacted against its introduction; that 
is, the higher initial cost. As against that must be placed the considerably 
reduced cost for fuel in its operation, which should, over the life of the tractor, 
more than offset the higher initial cost. 

Q. There comes a place where the two meet, where the overhead is over- 
come by the lower operating cost?—-A. That is correct. 

Q. That place meets at a certain place for a certain acreage, sine certain 
work. I am not going to ask you where that meets, but I know there is some 
place where it does meet?—A. That is true. 

Q. I was wondering if you had looked into the matter and could tell us, 
without prophesying, about the likelihood of them being made available for a 
price where that point could meet on a fair-size farm, or a reasonable-size farm? 
—A.I may mention in that connection, as possibly indicative of the trend, 
that the size of Diesel tractor available has been considerably reduced since 
the first models were put out. So that the Diesel is getting down to a size 
which the ordinary farmer can better utilize. That appears to be the trend. 


Q. I suppose it is possible that that trend will continue so that Diesels” 
may be used on medium-size farms?—A. That would appear to be the tendency. 


®. Is there much difference in size between the American Diesel and the 
British or German Diesel? Would that hold out any hope?—A. I believe in 
Europe and England somewhat smaller Diesels have been developed than has 
been the case as yet in the United States. 

Q. Eight or ten years ago there was an English tractor advertised. I think 
it was called the Marshall?—A. That is right. 2 

Q. Do you remember if that is right?—-A. Marshall was the name. 

Q. It was a Diesel?—A. It was a single-cylinder machine, hardly com- 
parable with the present day Diesel. 

Q. Of that type?—A. It is a slightly different type. : 

Q. You think European, British and German Diesels have already reanhed 
a smaller size than the American?—A. I am acquainted with one British tractor 
which is rated at 25 draw-bar horse-power. 


@. About what would it cost compared with a gas tractor?—A. I cannot 


give you any figures as to that. 
Mr. McLean: Again I am asking ‘too many questions. 


By Mr. Mitchell: 


Q. Trucks are just very recently using Diesels. Are there many using 
them in farm tractors?—A. There are _ Several makes of Diesel farm tractors 
available. 


Mr. McLean: Are they using them in trucks? 


Mr. Mitcuertu: Yes. They are using them now in trucks. I saw one in 
Toronto yast week. | 


Mr. McLean: A fair size? 
Mr. MitcHeEuu: About the size of a farm tractor. A ae 
(Mr. J. M. Armstrong. ] 
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By Hon. Mr. Gardiner: 

“Q. We have some of them on the farms, have we not?—A. We have one 
~ Diesel. 

@. There is one Diesel on the farm hone waa Yes. 

Q. Is it a new one?—A.. Yes. 

Q. What did it cost? Have you a idea?—A. I cannot tell you the trade 
price. 

Q. I remember seeing it——A. I can get that information for you. 

Q. I was just wondering how it compared with the other tractors you are 
buying in price?—A. Roughly it would be— 

Q. $2,100?—A. That would not be the trade price, the difference in cost 
between the gas and Diesel tractor of the same size would be roughly $900. 

Q. Has there been a very considerable reduction during the last two years? 
—A. Yes, the size of Diesel tractor available has been reduced, thus permitting 
it to be sold at a more reasonable price. 

The only other point which I had intended to touch on was in connection 
with the introduction of the combine. The combine was introduced into western 
Canada in 1922 on the Dominion Experimental Farm at Swift Current. The 
effect of the combine has been to give impetus to the spread of farm meehaniz- 
ation. Indeed in many instances tractors were purchased for the primary 
purpose of .pulling the combine. Further, the introduction of the combine 
appears to have been largely responsible for the recent purchases of motor 
trucks primarily for grain hauling purposes. Other effects of the use of the 
combine and truck have been to lessen the dependence of the grain grower on 
transient labour for harvest operations and to quicken the rate of harvesting 
and grain delivery. 

The increase in the number of combines is shown by this chart. 


COMBINE SALES IN WESTERN CANADA 


(From Canadian Farm Implements) 


Year Number Year Number 
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TSU aT aA Lice Da Nahe ema at Se ee lb ean Ma NE 598 LOSS ON Mae tiaase nt Fuel in due MG RU Mpa Madlegh LN Pei 
nL UPAS} Ve lings iyi SP 3 ge ea aa aya a SUN TEL DO SULT e An ama Wri a My he tM et aes bacun 68 
1, Piet Fe) Log AIS Pune eae td a OY EGG soph ON ch Wrest el uel MeN a San eat AULT 496 
i ALES LIE =e olla at ote Ua aR te Ag th a 1,614 
URIS a 5 Rte Nat Ce RRR aed Ae ee 179 ‘A ant eerie em er A MeN DVM MER Ae MOREE AVI Tica 10,537 


In 1922: the first combine introduced on Dominion Experimental Farm, Swift Current. 


The combine was introduced —the first successfully operated one — in 
1922 in Swift Current. Information as to sales is not available until 1926 
when there were 176 combines sold in the three prairie provinces. In 1927 
there were 598; in 1928, there were 3,657; in 1929, 3,500; in 1930, 1,614. Between 
1931 and 1934 there was a tremendous drop in the number of combines sold, 
a very similar condition to that which obtained with regard to tractor sales. 
However, in 1935 there was a slight increase in the number of combines sold. 
All told, there have been 10,537 combines sold in the prairie provinces up until 
1935. The extent to which the combine is being used may be estimated on the 
basis of the seasonal use of the combine on approximately 600 acres. On this 
basis it is estimated that approximately 11-8 per cent of the total acreage in 
grain crops in the prairie provinces in 1935, was harvested by the combine. 
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By Mr. McLean: | 
Q. What percentage?—A. 11-8 per cent. I think that is all the information 


that we have in that connection. 


Mr. McLean: That is plenty. I just Bree that was plone on the combine, 
not plenty from you. 


The CHarrMAN: Are there any other questions any of the committee would 
like to ask? : 


Mr. McLaan: I would move that we adjourn. 


The CHAIRMAN: We have not another witness quite ready. Will someone 
move that we adjourn? 


Mr. McLean: I will. 
The CHAIRMAN: When shall we meet again? 
Hon. Mr. Garprner: At the call of the Chair. 


The committee adjourned at 4.45 p.m., to meet again at the call of the 
Chair. 
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MINUTES OF PROCEEDINGS 


Turspay, May 12, 1936. 


The Standing Committee on Agriculture and Colonization met this day at 
11 o’clock a.m. 


The Chairman, Mr. W. G. Weir, presided. 


Members present: —Messrs. Beaubier, Bertrand (Prescott), Black (Chateau- 
guay-Huntingdon), Bouchard, Boulanger, Cleaver, Coldwell, Davidson, Don- 
nelly, Douglas, Dubois, Dupuis, Evans, Fafard, Fontaine, Furniss, Gardiner, 
Golding, Graydon, Hayhurst, Johnson (Lake Centre), Lacombe, Leader, Mac- 
Kinnon (Hdmonton West), Macphail (Miss), MacRae, McKenzie (Lambton- 
Kent), McLean (Melfort), McNevin (Victoria, Ont.), Mitchell, Motherwell, 
Needham, Patterson, Perley (Quwappelle), Rennie Ross (Moose Jaw); Senn, 


Spence, Taylor (Norfolk), Thompson, Thorson, Tomlinson, Turner, Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., Counsel for the Committee. 


Mr. J. B. Rutherford, Agricultural Statistician, Dominion Bureau of 
Statistics and Mr. W. H. Losee, Mining and Metallurgical Branch, Dominion 
Bureau of Statistics presented briefs before the Committee on the subject matter 


of the Order of Reference. 


The Chairman tendered thanks to both these officials on behalf of the Com- 
mittee. ~ 


The Committee then adjourned to meet again at 4 o’clock p.m. this day. 


AFTERNOON SESSION | 
The Committee resumed at 4 o’clock, the Chairman presiding. 


Members present: Messrs. Bertrand (Prescott), Boulanger, Cleaver, Cold- 
well, Davidson, Donnelly, Douglas, Evans, Fafard, Fontaine, Furniss, Gardiner, 
Golding, Graydon, Hayhurst, MacRae, McLean (Melfort), Mitchell Patterson, 
Perley (Qw’Appelle), Spence, Taylor (Norfolk), Thorson, Tomlinson, Turner, 
Weir. 

Mr. Raymond G. Banks, Public Utilities Branch, Dominion Bureau of 
Statistics presented a brief in relation to transportation costs of farm implements 
and raw material. 


The Chairman thanked Mr. Bangs for his presentation of the brief. 


The Committee adjourned to meet again on Thursday at 11 o’clock a.m. 


WALTER HILL, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 231, 
May 12, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the prices of agricultural implements met at 11 o’clock, Mr. Weir, 
the chairman, presided. 


Conse! for the Committee, Mr. R. J. Graham. 


The CHairMAn: Gentlemen, if you will kindly come to order we shall con- 
tinue the session of the committee. The witness this morning is Mr. Rutherford 
of the Agricultural Branch of the Dominion Bureau of Statistics. Before we 
call Mr. Rutherford I think that Mr. Graham has a statement to make. ° 


Mr. Grauam: I simply wanted to put on record information supplied by the 
Field Husbandry Division of the Experimental Farms Branch, on the average 
life of certain farm machines which we are examining. One list is applicable to 
eastern Canada, and one applicable to western Canada. I do not think it is 
necessary for me to read it; it is simply a background of information that we 
shall need. I should like to file it. If any member wants it read or should like 
to peruse it, it can be done. 


The CHarrMAN: This statement is in answer to two questions that have been 
raised in certain sections as to length of life of farm implements. It has been 
carefully prepared, and I would suggest that we ask to have it included in the 
record. . 


Some hon. MpempBers: Carried. 


The statement follows:— 


LENGTH OF LIFE OF MACHINES 


The only material on this subject readily available has been provided 
by the Field Husbandry Division of the Experimental Farms Branch. 
Two tables have been submitted, one gives a list of machinery found on 
farms in Western Canada and one presents similar data for Eastern 

Canada. These data were secured in 1925. The average size of the farms 
in Eastern Canada whose operators made returns had 76 acres of land 
under cultivation. Those in the West averaged 338 acres under cultiva- 
tion. The authors point out that there are limitations to the data. The 
chief limitation would be that there has been considerable development in 
heavy machinery since 1925 particularly in Western Canada where a large 
number of replies have been received. There is likely to be considerable 
variation from the average but the average should be fairly representative. 
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AVERAGE LENGTH OF LIFE OF FARM MACHINES} 


Kind of machine years 
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‘Cost of producing farm crops in the Prairie Provinces, by E. S, Hopkins, J. M. 
Armstrong and H. D. Mitchell, Bulletin No. 159-—New Series, pee ee of 
Agriculture. 
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AVERAGE LENGTH OF LIFE OF FARM MACHINES! 


Length 

x of life 

Kind of machine years 
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JoHN D. RurHerForD called. 


By the Chairman: 

Q. Will you kindly give to the committee your official position in the 
department?—A. I am the agricultural statistician in the Dominion Bureau 
of Statistics, Agricultural branch. 

Mr. Grauam: I am sure the members from the west will be interested in 
knowing the witness is a son of Dean Rutherford who played such a large part 
in the Saskatchewan agricultural history. 

Wirness: This brief is intended to indicate first the economic condition 
of agriculture from 1913 to 1936. I have indicated some data on the census 
material regarding farm machinery; relative prices of farm implements; agri- 
culture and the farm machine industry. 


. 


THE ECONOMIC CONDITION OF AGRICULTURE 


In the interim report of Mr. R. T. Graham, K.C., it was indicated 
that attention was to be given to the economic condition of agriculture 
in the evidence submitted. Since the inquiry covers the period 1913 to 
1936, Mr. Graham asked that all data be related to the year 1918, 
considered to be a normal period in the sense of being the last full year 
before war conditions disrupted ‘‘normal” economic life. 
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The series of charts and tables which have been passed around contain 
the statistical evidence upon which this paper has been prepared It 
would be both desirable and more correct to base a study of agricultural 
conditions upon a statement of farm income Because of the lack of 
such a statement, the procedure will be to show first the relationship 
of agricultural prices to the general level of all prices, and secondly to 
show the changes in some of the costs that are not fully taken account 
of in the general level of all prices. 
It is necessary first of all to clearly state the meaning of certain 
statistical and economic terms which appears in the charts and tables. 
It will be noticed upon reference to Chart 1, that the title reads as 
follows: ‘‘Wholesale Prices of Canadian Farm Products (Adjusted for 
changes in the general price level).” 


CHART |} 
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This adjustment is made by dividing the index of the prices of 
farm products by the index of all wholesale prices, and multiplying the 
result by 100 to reconvert to an index form. The result, which is merely 
a percentage ration, is variably termed, “An index adjusted for - 
changes in the price level,” “An Index of Purchasing Power,” or 
‘An Index of the Ratio of Certain Prices to All Wholesale Prices.” 
Whatever the name, such a device serves to indicate in the case of chart 1, 
the rise and fall in the prices of farm products in relation to the rise and 
fall of the prices of all commodities. In other words, a farmer selling a 
ton of hay plus a bushel of wheat plus a pound of butterfat, etc., in 1915, 
would have received sufficient returns to purchase 13 per cent more of 
all commodities than he would have been able to purchase in 1913 from 
the sale of a like amount of farm produce. In 1923, his sale would have 
only brought him sufficient to buy 83 per cent of the 1913 amount, in 
1929, 6-4 per cent more than the pre-war amount, but in 1932 only 
72 per cent. 

(Qualifications necessary regarding the use of wholesale prices of farm 
products as an indicator of the farmer’s position, may be yee as 


follows:— 


[Mr. J. B. Rutherford.] 
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1. These: are not farm prices and therefore do not reflect the 
true extent of fluctuations in price at the point of production. The 
rigidity of certain charges such as freight, storage, commission, etc., 
cause a much greater drop in the index prices received by farmers. 

2. The volume of production is not taken into account. 

3. The index of wholesale prices does not include many charges 
which enter into farm expense, viz., interest payable and taxes. 
The second chart in the series brings into the picture some indication 

of the volume of production. 
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The important point in connection with this chart is that it is merely gross 
value of production per acre of all field crops. Many of these products are 
marketed through live stock, so that the income also would depend upon prices 
for live stock and livestock products. It will be noted that the 1935 position is 
below that of 1934. Although yields were higher, in 1935 farm prices and ae 
were much lower than in the preceding year. 


Chart No. 3 follows:— 


Chart No. 3, showing an index of the value of wheat production per acre 
in the prairie provinces, merits the following remarks:— 


1. That the prosperity of the war period for the wheat producers was short- 
lived. In 1918, 1919 and 1920, when the price of wheat, Fort William 
basis, was over $2 a bushel, the average yields of wheat per acre were 
10-2, 9:3 and 138-9 bushels, respectively. During the same period, 
prices of goods purchased by farmers were at a very high level. Agri- 
culture in the west was not as prosperous during these years as gener- 
ally considered, and was in a poor condition to face the severe drop in 
prices from 1921 to 1923. 


2. The exchange value of wheat production per acre dropped to a low of 
29 per cent of the 1913 level in 1931, and has only recovered to 48-8 
per cent of that level in 1935. To return to a 1913 relationship with 
the general price level, both the farm price of wheat and the yield must 
show considerable improvement. 
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CHART 3 
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In the Maritime Provinces, Quebee and Ontario, potatoes occupy an 
important place in the production program. The exchange value per acre of 
potatoes in 1935 was 23 per cent below the 1913 level. 
| In Tables 1 and 2, information respecting live stock is civen. 


TABLE 1—AVERAGE YEARLY FRICHS OF es GRADE STEERS AT TORONTO, 
1913 1935 


Index 
of Prices 
Dollars Per Adjusted 
— Hundred-_ | For Changes in 

weight the General 
Price Level 

1913 =100 
TS Odes tf, | eee ea alee Pie DAU Me ee A inl ee A paipian ena ea ORM a 6-79 100-0 
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TTL Ry BITRE ha ik 8 a DEL oy NIA ANVIL il A a Ce LE LR SA 8-04 107-7 
CE ote TE EN RR tera Ne SUT CMM IM Mg et iy ey ALO oA eon ona ee Rg 8-42 94-2 
EE te UE MIRAE ANN ROI SE Pty BRA td eT NAN ho RUMEN A RR Ng EPICS Oe 11-16 92-1 
Uh Ube LSB a! Be lad Melee Ripe teat ROMS Ae: 53 al a ca A aL a NEE eS Ue 12-84 95-0 
RT IE ey Bas SA AAO tne ae NE eB Ye I a a ea a RN BCE A 11-55 81-3 
TP op 8 Blog Ne RRR as Ae MM a CN 9 YN RVR Sa a ag PA er 12-66 76-6 
LE 2 tes TS AI MIR Soa ag MD 38S eC AR MA a CON 7-91 67-8 
vl o/b UMC RINT 5 TES el eR ASAT ER Ss 7 de SBR Rb Dag Dag Le MER eR PR 7:17 69-5 
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iT te soy 08 Waste Rt ae ESO mn I a/R ned SR PR aN gC a Ae SSL AMAR DE mR 6-78 64-3 
NE NR SS MN Ne Seg Cioran amas aia c's RS Sea ah BAL La Si EG ein Nic 7°25 66-6 
Be eer er Mois ci 5 dhs eae ep A CIC Udde A I ts estas 1 Sahat 1D, 68-1 
Re URE Ae mr aire non: ne tcl: SW PRR UME AW aka clea ately 2 2 Mi aay actA eae YN 8-29 80-0 
CU ol ae ail NG OOo gem cra NL TRE A A Cae a ema aN 10-44 102-1 
ete erie te Pee eh ih okt Meee Mere ELA INS  oeorb 0 ai A Dh aM 9-97 98-4 
TEES Coot aR. MOREE os Thy RMR MOS go EL Nyse AO DCC AO as UM ROM 8-79 95-7 
Ue ee ea RS te Sis ORG ARR mee gs CDNA ELF a HLA i AM aN eS Nae Da Re RR 2 OTR 6-29 82-3 
Ue Cerra ys), NA en men ante cae eihye Wiikey aap Meee Ld ly 5-51 77-9 
DE aremee Rete Pt acini Lam meari Che tdi hi a! UR a ee rrr tal il MO 4-63 65-1 
Rene raat ety ak ac cic Wi ma Meet Ae a Yahi css NT ae Me emma Diy ae GUE 5-42 71-4 
Ue a7 eae Raa cay STURM) NOI UR MAUL UU MO CU nda Gh, Mig Ty RU a RO 6-44 84-2 


TABLE 2—AVERAGE YEARLY PRICES OF BACON HOGS AT TORONTO, 1913 TO 1935 


Index 
of Prices 
Dollars Per Adjusted 
ae Hundred- | For Changes in 

weight the General 
Price Level 

1913 =100 
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Beef cattle and hogs are subject to wide fluctuations in exchange value 
or purchasing power, and producers aften find themselves in as critical 
economic conditions as those who are producing grain crops. 

Certain component groups of the “Index of Retail Prices He Costs of 
Services’ computed by the Internal Trade Branch of the Dominion Bureau 
of Statistics, furnish a reliable indication of the costs of See purchased by 
farmers. 


Table 3 includes the clothing group, food group, sundries group, and a total. 


index of the three groups combined. 


TABLE 3—RETAIL PRICES OF FOOD, CLOTHING AND SUNDRIES}, 1913 AND 1935 
Index Numbers 1913=100 


— Clothing Food Sundries Total 
Ney 

MOTE ROP hirano tele (oun acti (0c LC MIL LE WRU OO Genet Pa 100-0 100-0 100-0 100-0 
CU) Sy aes a aA ie ADA aN GIT EAN Me i Nyy 101-0 104-0 100-0 101-9 
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RD ed Re ce RS Cae H cia ty oie ea etw: Ureko Wh cali ie ote SUR A OU MSGR neta 165-0 139-1 159-0 152-4 
BU ee S arg ak rel ae cure enn Ae hae oh ga 161-0 137-0 156-0 149-5 
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jE A LSS SANE EEO DEAE IEA Lt Walt Secs ON ME Sag PS 111-4 104-8 139-1 118-5 
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1 Data from the Internal Trade Branch, Dominion Bureau of Statistics. 
2 Subject to revision. 


It will be noted that the clothing group reached its lowest pomt in 1938, 
7-3 per cent above pre-war, while food declined in the same year to an imdex 


of 96-2 or just below the 1913 level. On the other hand, the sundries mdex, 
containing items such as medicines, household furnishmg, hardware, ete., 


reached a low point of only 139-1 in 1934. The relative oe of prices 
in this group is apparent. 

Attention was drawn to the fact that certain costs were nee included in 
the wholesale price index, and that these costs were relatively very high. 

Chart 5, portraying the trends in taxation per acre in two of the provinces, 
bears out this statement. 

In 1929, the index of taxes in Ontario was 272 and in Saskatchewan 252) as 
compared with 100 in 1913. Appreciable reduction has taken place since then, 
but the indexes in 1933 stood at 212 and 155 for Ontario and Saskatchewan, 
respectively. Even when farm prices return to their pre-war relationship with 
the general price level, agriculture will have a heavy burden of taxation to 
carry. 


a comparative basis with 1913, is the interest charge on farm debt. Table 4 is 
appended, showing the average value per acre of occupied farm lands. 


[Mr. J. B.-Rutherford.] 
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Another burden of considerable pede but difficult of measurement on- 
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CHART 5 
INDEXES 
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+ From "Taxation in Rural Ontario" by S. C. Hudson, Agricultural Economios Branch, Department of Agriculture, Converted fo 1915 dase from 1926 base. 
X Data from the Internal Trade Branch, Bureau of Statistios. 


TABLE 4.—AVERAGE VALUE PER ACRE OF OCCUPIED FARM LANDS, 1914 AND 1935 


Nova Saskat- 
wae Canada Shite Ontario Hwa 
$ $ $ $ 

I remramnraeg oe. Pree uber etn pe Mera ore aah ues lige matte ns erly 37 28 54 24 
DOTS he SB, Su Bk ge Res Mia gn 320 tes a a Dg em AT eT dS ale MIU! Aen 35 28 52 24 
OE emer ance wre Au mae lutte ge ACM earth ine yi 36 34 53 23 
ACA OS Re dS Ne Sie A a BAN At GS ene Pa 38 34 55 26 
aN eRe or nt TOR Res fk Sek oe Me ON es een 4] 36 57 29 
ree Wiel ine Ne Ten etl nthe baked teed geen ay /L was 46 41 66 32 
TTBS ead) EM is ID a TS Th lig) od ae egies FY RD MS, ME Ate 48 43 70 32 
OO eet ere SSN eed Bh Ce nee bere tel a ee x eevee 40 35 63 29 
ODD rere PP GN Mu Nain Ayan chee itn Pt ae AMIN vam te WO Spal 40 34 64 28 
RC Rm e PRR re eA Aa RS RN 2 ToolBar Aol Mag beg AE OO 37 nal 64 24 
SEI) Asap hot ne te ieee CC eR. ai af gn Cri hee se Mw bell I 37 33 65 24 
Be oP es SASL RR OME eh wes tl a tS Me ett a 38 BF 67 24 
AO 2 Geen ee pele NN Cee lr ett PE re pia Cee TOM Se My. IA mae dd 37 36 62 SAS 
ile ro spat SOCRATES SOC AEL Ac cricn Site <airk SM a ie eb 38 37 65 26 
RRR Ey ty See ce koe ad wee iy a) cide So te a ams GL 38 34 62 o7 
erent, Prey eae a One SAIS CK Coie ae feake ho MEN) I ak 37 36 60 25 
Fey SUE ee ee ney Lt ee el Su Re NG MULE Neer aay ache hr 32 30 ay 22 
Reoe RAEN tent icon KUNG San ae NERS ct See Te tet 28 29 46 19 
TN IN ee ae Erin STR AMR AEN oi ag ON gece, ad in 2 24 28 38 16 
Tete t a oT alae edad Aen RAR ees ers eh” rate opr NS ed 24 26 38 16 
TRO Od oe | Ee lee Eee a ate A aR 23 27 41 16 
vi Ey Elgin Ag Nay RC A ee CoP aM etna Rees 24 31 42 17 


The bulk of land sales take place when prices are high. Unfortunately the 
loaning of funds is also most active at such a time. Consequently many 
farmers are now carrying obligations contracted when their land sold at values 
40 to 50 per cent higher than they are to-day. 

Freight rates on agricultural products have shown a downward tendency 
during the period 1921 to 1933. In the latter year they were still 34 per cent 
above the pre-war level. Table No. 5 follows:— 
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TaBLE 5—RAILWAY FREIGHT INDEX NUMBERS FOR eee PRODUCTS, vo 


1913 to 1933. 1913=100 


Index Index © 
POT Be Me Oe ee oy 100,0 TOOL ae het anol gle iaals 146.3 
5 08 Ws ens Ri eal ech TARA Va 96.3 LO2E IS Eb Mar NV esas ot 146.2 
POE SOs hte ele Chime ueseule ee 96.3 TODD eee Ns as ae ga gee 144.6 
BOT ee Cae ey CA 96.6 PODG ee ener, els eg 144.6 
STS eR NGa tome eee ARMED ANT a phd 100.6 OF Ne Senet as ea Ney! 142.9 
ON ho Mined eA CAN eat aan eta uy sry LOT 132.6 Ue Phe iteci ts yh Goldtone git aay Mn la 142.9 
aD RUS Ae tcea yoke our als aoa aia 131.8 FO ae eae or SINR 142.9 
PO QOS Coe ie a ERY SOAS eae ear 192.0 BiG 8 6819 6 Rt NEG 0 era aa en 142.9 
Oe GN UN cA nae 178.3 OS Ae ea ne) orc Bhar s 13835 
POZO cea ae ee a ie 149.4 WSUS OneD, AP oan min UR ae et 139.4 
1933. . ; 134.4 


*From “Index Numbers of Railway Freight eae Ki Wiaiwowiion and Public 
Utilities Branch, Dominion Bureau of Statistics. ‘Converted to 1913 base from 
1926 base. ; 


The data thus far has been presented to bring out the following facts:— 


1. That in the 24 year period, 1913 to 1936, agriculture has experienced two 
periods of serious economic difficulty, ‘namely, 1921 to 1925 and 1930 
to the present time. 

2. That while agriculture experienced a relatively profitable period during 
the war, the second period of prosperity from 1926 to 1929 was appar- 
ent rather than real. During these latter years agriculture was still 
on the shaky foundations of over-capitalization and high fixed charges, 
a carry-over from the war-time inflation. 

3. That agricultural prices must rise considerably over the 1913 relation- 


ship to the general price level to overtake certain components in its 


cost structure which are still quite high. 


The recovery of agricultural prices commenced early in 1933 and each 
succeeding year has witnessed some progress. But farmers still face a lengthy 
period of readjustment of land values, building values, debts, taxes and other 
costs. The amount of readjustment necessary depends upon the relationship 


of the prices of goods sold by farmers to the prices of goods they must buy. 


Any gain in agricultural prices over other prices will not only minimize the 
amount of readjustment, but will hasten the advent of a scale of living satis- 
factory to this class of primary producers. 


2. CENSUS DATA 
Tables 6 to 11 inclusive, present data from the 1931 Census. 


TABLE6.—NUMBER OF en ta AVERAGE AREA PER FARM AND AVERAGE IMPROVED. | 


REA PER FARM, 1931 CENSUS 


Number Average | Improved - 


Ce onn é of Area Area 
Farms per Farm | per Farm 

Acres Acres 
Prince dacdward Veband . Ci Mae is MENS Rc ANE 2B) Oar se Fe akly eon 12,865 93 60 
IN Koy. 'ae? Aino] sy nits AE Amt AUCONLO RR aon EAN CMAN SOLER eit fea ae tri eee AY Sha Rh) MC MN ah 39, 444 109 21 
IN Gay TS PUN S WACK Ae YI MENA C7 ANNA 9bGs a RGU EN a aR EMU Oa Ce a 34, 025 122 39 
CRTAISOG eR irra TUS ha ULE a! CTE A RAP 135,957 127 66 
RTE MEP IO ie Uy or et. Re oh eed Sete EIT Wha dls SAR an ARR Ata asa EN nk Re 192,174 119 69 
YI OUT an OF: REN ee ORL CS SRNL aU MERON Te KRAnE er uliRa lane ee debe ioe Ro ale. 54,199 279 157 
EME IBOLUE WATE off Cv cle MR CLA Ir RN ae Pal ey Lair Lean a alee 136,472 408 246 
VARIN CTCL GS ht Da ae ME Re MeO RNG A: SOM PER NARs ye Sie eres) esc ifs 97,408 400 182 
TBE EG USER CHIE DOI: os. sc AON BAN AO SUN US. NO Be Ara a iit ou: Sele Nae 26,079 136 rie 
Motal-Canadae art Vaan Ny ey anne te ile ce eatrale 728, 623 224 ‘118 


FWP eu ainertord 
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. TABLE 7.—NUMBER OF GAINFULLY EMPLOYED IN AGRICULTURE, AVERAGE NUM- 

BER PER FARM AND TOTAL AND IMPROVED ACREAGE PER PERSON GAINFULLY 
EMPLOYED IN AGRICULTURE, 1931 CENSUS. 


Total Improved 

Total Average Acres per | Acres per 

—- Number Number | Gainfully | Gainfully 
per Farm | Employed | Employed 


velar sore Me Bpee 0D In sto pttae: Jags Nar am RRR eee Ry Lech Mol ice 18,353 1-4 65 42 
PR CN SIRE Gee ta OE ein ky Wea ee iota ae gee 44,033 1-1 98 19 
PHA TURE WEE Kx Weel e wale Si eka MOI uae Kiama 46, 340 1-4 90 29 
eh Ls en feo aR Ss a RRR oft Ae Ls Os 230, 547 1-7 75 39 
PATER IN, rem RN Nh "gh. ms, eM ANS thy d De 305, 287 1-6 75 43 
A ee ge pen atte ot A) eM RR RRO RA RON EL, (oh, aac Hea Ri 93,429 1-7 162 91 
PRE MER IAII EVEL Oe Geen aioe seattle 6 ai eh ELA ag et 204, 472 1:5 rag, 164 
COU AS Dy Rie MEM ine rd pen Ue aia athe DA YAN EA 145, 746 1-5 267 122 
British Columbia....... creas Wray ts a eR RIE A eat anata ts mut 43,638 137 81 16 

Ota ONAL ais shade eis eels a ee es 1,131,945 1-6 144 76 

& 


TABLE 8—AVERAGE VALUE PER FARM AND AVERAGE VALUE PER ACRE OF FARM 
CAPITAL BY PROVINCHES, 1931 CENSUS 


Land Buildings Machinery Livestock Total 
—— Per Per Per Per Per Perch ber Per Per Per 


Farm | Acre | Farm Acre Farm | Acre | Farm | Acre | Farm | Acre 


Prince Edward 

STAM eet ahieck he’ ASOD. | bo OO ak by woOk ti LG. 5a 631 6 81 567 GAD apse 48 96 
Nova Scotia..... 979 8 98 1c iG is 10 20 268 2 45 325 2 98 2,685 24 61 
New Brunswick..| 1,128 9 24 LASE 9 32 389 3 19 388 3 18 3,042 24 93 
COMA DOC AC ie sige da 3) 1OB.cing ot. 6o 1,897 | 14 90 715 p62 705 5 O41 By a53 50 69 
CO Gario) obs vec OOS 1) AO TOD A ies Oka el oe 791 6 65 900 CLs ee eke 61 19 
Manitoba........ 3,695 Dose ahr ee k Bes Viste OL2 3 62 824 2 G4. bg Fee 25 65 
Saskatchewan....| 5,608 Te7 5 1,640 4 02 1,359 aeo 718 1°76 Wi 9325 22 86 
Je Vote g tS: pies ae Mme ,483 TOs LAID ABS Sea hee ee L 2 98 839 2101} 8,926 22 30 


5 f 
British Columbia} 3,771 | 27 77 | 1,772 | 138 05 494 3 64 666 490 | 6,703 49 36 


Total—Canada 3,720 16 62 1,843 Sue 893 3 99 746 Ba, 7,202 PAN We 


TABLE 9.—PER CENT OF FARM CAPITAL IN MACHINERY BY PROVINCES, 
1931 CENSUS 


Per cent 
lca tell C's yaehacc 9 ba4 025715 BREW are Vim AMI At RRR a Ae ANS etl ee 13 
diy aS Te gers ot A Te ROMP ge tee igh Baek NEA ta Mae a NO AR Uae aA Wa FAT a 10-0 
SUEDE Chany pe) MIM CADET gee FAI. AR 2 leer aR Wo Rd RS a ee 12-8 
Te OCR Ah, Se ear aati ee OPEN shetady NAN PY. Taust Bh aye! oes ow WA Rise: id Ae elee se Whe ee bien a epi tetas 11-1 
aan aah vero Reve Ae he i ys phe Mes ae AES A, ARIMA CIE cao CAL CN A i SV AD, eRe RG We 10-9 
ETS OG MR RARE AN. ie Beas Soe ms i itor i oa ae OG OI OG Ee ISM LN OI 14-1 
Soh | REM AL org g MR Raa VN OSE pyaclan oN. Sant Tay ci Nh MIR MRE TA aN OD OL 14-6 
MSY EN Fa Rey Mee UN AROR 4p kr OPT Se pe EO Ue eae © Ai RUNS AMI OOD ity Hx: AAP Steg 13-4 
Vide KA} ety OPEV AT EO I Dos Lae RPE tm cu OPE Nie NY ie He EN ON eri oI wy RUE RNC OR ho RB 7 
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TABLE 10.—-TOTAL VALUE OF MACHINERY, BY PROVINCES, 1931 CENSUS 


Value Se : 
Per Cent in 
— | (Thousands pe 
of Dotiags Each Province 


Prince: ta ward UslanG \)3)2 3... Ge ee ee eee gs Te eet GA) SR Baa as 8,116 123 4 
NOMA COMA GT. Secon Ce bleeds ake WR: Atal 2 Rea 8 San URC UMM MS geae Rael yeti ee 10,554 1-6. 
IsGeyuie Spe belch ig (9) come RECOM ME eae coin T 9H «0 NT PUTA dna Riana kg ti kas 13, 252 2-0 | 
OD DBA WE AYE G ETE CS 23 5. Grs a ri tse tere ns eee ee rk 13H TT 31,922 4-9 
trees Su Set eC LOM Em Mp in ele raion ce sey oss A a me 97,270 14-9 
(ss) tes ess AP Dh ys I ES ME nena esS Oe AN a veers ba a gE eae FSM GOO RIN NE WR 67, a 151, 928 23-4 
Total Central: Raster. 2.4 aoc emene gti kaa ue LE nui as 249,198 38-3 
TEEN Aa aa ant: WA Tale Me a ann NST WN pe eae ey APR et ae ei L2 Coxe oe 54,847 8-4 
SOR RGCCHO WEEE ry Ges a das awh Rie eet co MRR Caen AA Sus Te aU ee aaa 185,510 28-5 
NAY Gey wo WAC eles SC RUS NIN a Sain ANE Ata NCHS NS Ne Ae KO lee SR Oe VR Cu 116,301 17-9 
MOtale PR TaiTies wis ae AC fue ase ee CCCI eae 8 ta WS Rac 356, 658 54-8 
PHS OUT UAL rss) o Ootes Whe dh nls, bea ence ea a lar Ue | eee ck I ara er 12,886 : 2-0 
Potal Canadag ai o4 posites. ss ae autres Gmc tooulney 2 SNe, 650, 664 100-0 


TABLE 11.—NUMBERS OF SPECIFIED KINDS OF MACHINERY ON ie BY 
PROVINCHS, 1931 CENSUS 


‘ : . | threshing 

— Binders Combines | Headers Mache 
Prince Ha ware slam 220). dian ck eee weit laid tay tate Ti eS iin i i AG eo ee nae 3,238 
BS Garay OUI ore ees PORN LR cence ak ne Oe ne ee thee aaa BOL ii Ls DR rca meee ae 837 
New ES MIMS WACK | 7s, ip ei Seu eee cle ee) eels Bi S44. SN Ae Sag, a elie 3,260 
(VT C21 OR ODE ee aM IN eadsshe aii ciel Mee ta LS 7 VAD UR Reon MN ia ROME Cg eh 39,575 
OLE EEY g Pala UMN AL SMEA Mis aeer ace RINE MLSs Tom cu umiae: Bertani HY ty pl 124 G1 eis er er as ae eae 8,490 
IVE STA HGO USE 6s DES SED) RI peta Shs Ue i Nr RR 45,883 355 130 10, 107 
MAS AEGHOWATI sos irate ohn eee ote ANE oer ae 129,177 6,019 2,833 27,046 
MPL DRT GAG cla Go hades iis Re aigeay ghey oases CA hele Me Rca ace 73,487 2. 523 1,837 12,457 
Jota heise te Qyat th Oaa ey: Brtwaia nga W RUT OBLAME NR Wiig.) Meesctartliel eYiiNh Suh ae 2,318 20 5 534 
TotaleGanada . 2.80 cae ae ee ies 431,403 8,017 ae 4,805 105, 555 

Cream Milking Gasoline 
TA Separators | Machines Engines Tractors 
Prince Hd ward Leland ye. pc tae or tee tee ai se ah: 8,140 DG. 4,193 176 - 
INO Wa. SORGIE emi ke 8 ines POND HN <i ahes Aes Ble 19,392 4] 2,848 424 
ENFGNVaneS HUTA WL Tes 0 21h OV NG are RR cao tere baat shan i 18,343 76 4,505 289 
Ea Vok OY: Cole tine aes MAMAN SPOTS IDR EOC NIN, US 262611 Cam IS. cus 90, 003 827 36,251 2,417 
ONT ATIOS aio Har LE yw ELE a IRI Ea ds SO aE 127,788 4,015 45,380 ~ 18,993 
IVETE BONIS hoe ae asi ee P04 aL ON CeO ela A me cam 36,291 248 |- 17,557 14,366 
PASI CCE WMD ea ee sk odes ae LI I ellos Pe tte ahs een 76, 024 414 38. 549° 43,308 
PESTER CC ay artes Su Seat COLELLO RL CUA cit RECN 48,421 366 26, 938 23,985 
I TCESh COMMUN Otay Oe eis: CR eRe les ole Gia crelle Maceo er 6,841 405 3,544 1,402 
‘Lotal>Canadas.) pautnue cla cc sk eee Heo 431 1243 6,419 179,765 ey , 000 
Bees Electric Motor | Auto- 

Motors Trucks ee mobiles: 
PPCe MC WAT (LSIANG.S o'5 2 ee Ne Loe Dine Ma En) ar eae Ce ae a 184 369 «3. 885 
DOVE Ot (Oras tk BUDA NENT Ne eeu t al) VG Seen ag Seta Cc ae ae 437 1,704 ~ 10,297 
INTE WEES TOMS WICK cl FON LUE NURI CR RWG thie Sean aN Ueia TE 501 1,126 10,425 
CVA er a iiak ais U9 Noe Gate anda ade aj ae MREUal a 2 290) SIC Re Sn nt RR 3,311 5,152 26,877 
MOVING a NOR AAO Ek 8 3s Se Ra SFOS EC RAEN |S San a MAIER err er days hela hale ER ~9, 604 14, 586 125,716 
Ta TTI ely cin Wet Gord id dg hy ABM PAD RUREIG eve ECHR CL ODEN Ds I a ea 854 — 3,260 _ 25,588 
OASIS EG FIO UY LD .10.6'2 sce BoA cuepeaat chal Mie Ment ne SON TUM ee etl i! +3762 '10, 938 65, 094 
Alberta. tie. «OU fe eidvace bya FHC TSAI acne at aie GiRET Gs clu ght A Ne ae 1,087 7,319 42,817 
ES PUG TSIE A OMIT 1A ie |e ght la, Re MU mS ro ae Mitr DN Giles tis rn 959 3,947 10, 585 
. Toth Canada< lean wil rom ma tile salg co ee ane nas 18, 639 48,401 | 321,284 
[Mr. J. B. Rutherford.] le? Bibel 
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_ These data are included to illustrate the relative importance of machinery 
in the capital organization of the farm in the various provinces. The tables 
also indicate the varying degrees of the intensity of the application of labour 
and capital in the process of agricultural production throughout Canada. 


3. RELATIVE PRICES OF FARM IMPLEMENTS 


‘The comparison of changes in prices over a period of years is not a simple 
matter. Because of a general tendency to increased efficiency, both in the 
volume of output and in the quality of output, it is difficult to compare the 
price of an article in 1913 and the price of an article of the same kind in 1936. 
This is especially true in the case of farm implements. Some of the difficulties 
encountered are as follows:— 


1. Changes in the quality values of the materials used may have resulted in 
greater cost of manufacture. 

2. There may have been a considerable change in the design of the machine. 

3. The type of machine may have been entirely changed, for example, the 
substitution of the one-way disc for the plough in some areas. 


4. Changes may have occurred in the method of distribution, so that com- 
parable prices cannot be quoted. 


However, it is important to indicate the change in prices because a farmer 
must purchase implements in order to carry on production. When he requires a 
new drill, his only alternative is to purchase those being offered at the time. 

When the farmer requires machinery after four or five years of relatively 
low prices during which he has hardly purchased any machinery at all, we are 
interested in learning what he has to pay to get a machine. An index has been 
constructed showing the retail prices of farm implements in Ontario, and at 
Regina, Saskatchewan. The machines included in each index are shown in 
Table 13. At present information is not available to complete the Ontario 
index for the years 1914 to 1922. inclusive. 


Table 12—RETAIL PRICES OF FARM IMPLEMENTS!~—Index Numbers 1913=100. 


: Regina 
aes Ontario (Sask.) 


TENGE ge aN Bae Saket gard) TA SN a gonee Wee  BEoacr Secirecay SEE RE AES DS TR 100-0 100-0 
WE EC ie Tit Cnr RRO IND 7 MART RC RE ri UO OU Ee MR BN 2 100-8 
AED GN ole eRe GE Da BERT) Rar tne s DNA RMR aioe ean Cia ACE gt SSMS Aa coG pal AL A A 2 103-5 
LEE SG a alsa S28 Ne AAR TOE TS CaO DO Ag REI PEA +, Se aaa aN eee CaN i 2 104-3 
LICE WEA ee ce ol ALG TNT Pr a a A ODS a MAL ry aay) Oi EN Ra ena 2 117-4 
BRUT es ANAM ert cel he San Ee MERE Ge be RAR Prd cull Geaed Y whens ee hie 2 149-1 
TUE a eee ree aM Ay SY BERT EY OND TIER Te WP Lic NY 5 Oe Haag Wee Codes (s 2 158-6 
UR ety Re he ER Re ae Nive es oe en MRE Na 2h ec LL eae. fae dae Was a ledd ee 2 164-9 
Der eG AH GR EL NE IS Ae LR MARTEL ge els DE) cnck huge crap akg! sera RD aasa! < Bae N 2 201-5 
She amie ray, EY oy Es hat RN Pe bee NE are BR A eRe URE AEE CN a 2 166-5 
ea ME SS CW cvceetied Mae PEL Rhee DEM RT tate OER eee me 168-1 166-2 
January, De Reeee ee eT Mi eee amet UN ME NTT crm SN lt son) Pap ina 190-7 181-6 
4 PN TSC A, Nc DEER AA eR rie 55 RRR ae GT wala pire Ghulas meee 176-3 eh 
ad POP GRR we ol tern Ser em aey Al ak ian cy Meee ot ae tran bh UR yf ata 173-1 64: 
om ene Ns Tak eM A, See ES et Tar eke” Be. BRAY i 2) Le Maa Rata eh a, es 172-9 164-8 
“bd aetna eso) TE” hes A MO Lane” ORR ORR Nook an ae eg 172-9 165-4 
a SLO PAD ak RE PEE EOE Ye Ne Ss SRN IT Gg I, MAIO LA OO Te RU AR cate Re 167*5 165-1 
‘@ 11N8 154 Olle, eee Cah BPE 8 eh alle Ag er Ge A it ARE ee a ame hee» 20 a er RES 171-1 163-5 
e OS [Seta <0 Seed AAO, nh oer ey ace mesg. Pa) 04 Sate Sid's Cam Oiauct eed, A) 170-9 163-3 
f AOE abr gies oes A Oe eR oh ATAU ER wie « race hed TE DRS eee Gee 168-6 161-4 
Seanee aN LOSI AEG hy eA AM a RR re CS, alte Mette se scetle, ae we ap Bee eae 163-7 154-5 
March, A Re ens Bin ahah SMM as TT ad led RN GRY, F's toe eer ado ahahaite var Ban oS 163-3 154-1 
- VE yee RN Cr POP ER MEE S185. cute he! te Pr steley Me el pn Gan Th eaehal Weien Made 162-4 153-8 
ex LLL S| Re Ae ee Om ct RAI ER hs iP EAGER Vig OER: id Fe 169-6 158-5 


1 Internal Trade Branch, Dominion Bureau of Statistics. 6 
2 Comparable information not available for these years for Ontario. 
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Table 13—RETAIL PRICES OF SPECIFIED FARM IMPLEMENTS EXPRESSED he 
PERCENTAGES OF THE 1913 PRICE 


; : Per cent of 1913 Price 
Sona 1913 


1923 1988 - 1936 
ONnTARIO— 
Wialeine Pious ee  OU ee ea a Nea Pee 100-0 154-6 137-3 137-3 
SinmletDase drills arin ys Sais Cee agai en ena see 100-0 168-4 171-8 185-3 | 
Peay Rae Gras hd Oeil Goa Man an so ateeoe a 100-0 154-0 158-9 168-5. 
BE BUD eR ee sets co 2 BUR SCA ek yee au ieee tags 100-0 153-0 147-1 159-0 
NGO WSE oe Sees UN Gg ui Ree an rie tre gis 100-0 169-5 163-2 173-1 
rae ATV OW Gea ce ous hike cau ene tn Soe aan sia ner ee 100-0 161-6 158-6 158-6 
PSS: ER APTOW ea ia lh orotate ae De Oo eer or 100-0 185-2 191-3 197-1 
NO eas RE Oe A Ee Doge APRN UG, ro Sane Paice, @ 100-0 £04-8 189-2 189-8 
Geometric average o. hse eee oe eco et 100-0 168-1 163-7 169-6 
Rrecina— 
Watkane te lougy iol cob ti! oie eee ae a 100-0 147-8 132-8 132-8 
Double Disc’ Prilbe ei es ase aay eee ee aes 100-0 169-3 167-2 168-6 
Pre yaR aes os ok Ta ym pean eter em an Onn 100-0 159-2 162-0 169-7 
APRN EL EUs Cos aieey Veena Mn are nun TUR chee Mn ie LH 100-0 148-5 137-4. | 146-6 
DEO I Oe ei Deca alte AN AIR Te eeu ce ate 100-0 166-9 160-7 169-0 
Pras HaArrow 6s 27s es mete e nie Roky AAO ee 100-0 161-5 158-8 164-3 
Tis Marrow igs Ws ye ou Cv nba & Mee eats e Rumen 100-0 177-4 154-7 154-7 
VEO SS Coie hve oes Aue israyiatie tau ds a aks ge eh atat anise oC 100-0 186-1 169-9 169-9 
Greometric average oo. 0 0520 Lee i en ee 100-0 164-1 154-5. 158-5 
By Mr, Senn: 


@. Do you say that the 1913 prices in Ontario were higher or lower than the 
1913 prices in Regina?—A. I cannot tell which were higher and which were — 
lower, but I imagine the Ontario prices were lower because you do not have 
the factor of freight. You will notice, however, that the machines are not the 
same. The Regina machines quoted are, for example, a double dise drill as 
compared with a single disc drill for Ontario. 

But the percentage of increase is higher in Ontario than in Regina, 
and I thought that might be accounted for by the fact that Ontario prices were 
lower than Regina prices in 1913?—-A. It would be hard to make the comparison 
unless you took similar implements, which I have not done. This list of eight 
implements for Ontario is not the same as the list of eight implements for 
Regina. 

@. I understand that?—A. It indicates that those eight Ontario implements — 
are relatively higher than the Saskatchewan price as compared with 1913. 


A comparison of the purchasing power of individual products in 
terms of the quantities of them required to buy typical machines shows — 
the wide fluctuations experienced from 1913 to 1936. 

Using the average price of wheat to producers in the Prairie 
Provinces we find that it took 297 bushels in 1913 to buy a’ binder. 
(Chart 6.) | : 3 

In 1982, it took 815 bushels, and in 1935, 438 bushels. It will be 
noticed that two scales are shown on the chart, the other scale being 
the number of acres of wheat required to make the purchase. The 
smallest number of acres required was in 1917, about 64 acres producing 
enough to purchase a binder. In 1931, it took 64 acres and in 1985, 39. 
acres, as compared with about 144 acres in 1913. 


Mok can see the difficulty experienced by the farmer in aloes purchases. 


By Mr. Graham: 


Q. That last portion takes into consideration the average vic of those: 
years?—A. Yes. 
[Mr. J. B. Rutherford.] 
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In Table 19, comparisons of the amount of butter required to buy a 
cream separator, the amount of hay required to buy a mower and the 


3 | bushels of potatoes required to buy a walking plough are shown in index 
: form. : 
% _ CHART 6 


| BUSHELS 


700 ae 
ACRES of WHEAT «no BUSHELS or WHEAT 


REQUIRED TO PURCHASE 
600 AN 8 FooT BINDER 
| 1913-1935 


wee 
ian 
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Y Average Yielde and Prices Received by Tredueere in the Irairia Provinces, 


TABLE 19—AMOUNTS OF SPECIFIED FARM PRODUCTS REQUIRED TO PURCHASE 
CERTAIN FARM IMPLEMENTS, 1913 TO 1935. INDEX NUMBERS 1913=100. 


Pounds 

Tons of Hay | Bushels of of Butter 

— To Buy a Potatoes to to Buy a 

Mower Buy a Plough Cream 
Separator 
ELT oi a RS its ET BSE ALE GON 1 FTA IE en ARIE O PeO 100-0 100-0 100-0 
CPCS oP ace elie 2, Me alg WORE NOU RN PATS inna AP NVA TT Ea 74-2 109-3 103-0 
ME oi 7s ie TE NS et Ree ROE IRR RC eRe he TARR MaMa bee RL ORR 78-4 62-6 89-0 
TS colt EN Ci A SE lea RR mi che PR UII ot RAL aR AN 95-0 53-3 79-3 
Tn a, yh OS I OTA eae rites bots CARB WATIC I Sie AAD Oe a NRT 128 -2 44-] 69-8 
TERS De AS SALAS GR AU CRS A cit WAAL AMAR co Lo Ors a Cg 96-6 56-9 72-4 
Re RN Wie oes che)! High temaitia le see hain! ces ate a RAM es ela 81-8 55-5 71-4 
aN ON eae LOR Fe. Ry, Ch PREM OR Se See, sta anita, hate 76-1 78-7 71-2 
Ee VA Te ERI eR EER rani oI IR DE PORES AUR 104-6 82-3 111-8 
Be Re Ne ae. ES dae, Gee Ne Na acd aes a NM ane sata 149-4 112-8 127-8 
CAG ERE OS, PM. S cec  TeR Ih rae Ree en A A SERS tel «lw, fog eae 171-1 104-5 100-4 
Trae ree Ee ee ul Oy. SS tite Peer aem IRAE RUS gir STL ah bah 190-3 241-5 108-8 
RTOS a aaa mi air CC, A Ee gan Ns a COE 159-5 58-4 101-8 
yA hd Pee ba Teh i aaa a MER at Uti tens Salo. a oR ge a 148-2 70-8 102-8 
Ot ye aad SI Mea GRRE ap ea. hare RIN int RUE, MERE SAL ee RPE Rei 175-0 94-6 99-8 
ee OME WTR Baty tae Sha et en MMR TBRELTN ya geile « x ea ik at 176-1 218-4 98-8 
emery eee es ok Seu hee Maire Cay Mmm h, ALO ve Nat ak al 164-8 66-6 86-8 
TONEY panel QL EIT ASCE! Alas aM: tc neil SocaARET 27 (ett dom aa RIN Ua IMP G 181-7 139-1 107-1 
ENS eS 8 MTS se ae aati co eA 1k 5 UN Rl hese 224-3 333-4 136-1 
ROP IRETS Tage se shee. CVE. « hahah TRUER OBIT ods Se ease nisl Wine Move 4's 254-5 176-4 171-0 
ES mg lig aah Shere GRRE rare ats ol 9 at Af hc SOE Ue a dr 199-8 145-1 161-1 
ER ee hp ORES RM Sob ah ahh ike RR Dy ai Se A A 144-6 270-8 157-5 
ies AA EES IN CM a, oh RIB NER Re 2 heats Pane uale widens arok 261-3 119-1 153-8 


In 1913, if we assume the relationship was normal, the index of tons of hay 
to buy a mower was 100-0; the index of bushels of potatoes to buy a plough 


was 100-0; the index of pounds of butter to buy a cream separator was 100-0. 
18723—24 ! 
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Then, glancing down the list, the fluctuations are shown. For example, in the 
case of hay in 1932 it took an index of 254-5; in 1931 in the case of potatoes 
it took an index of 333-4, three and three- -quarter times the amount required 
in 1913. In the case of butter in 1932 it took an index of 171-0 as compared 
with 100-0 in 1913. 


By Mr. McLean: 


@. What kind of butter would that be?—A. The wholesale price of butter. 
The farm price of butter would show even greater fluctuation. 


By Mr. Graham: 


Q. I notice in the case of hay that between 1932 it is 254-5 and in 1935 
it is 261-3. Why is there that difference?—A. Hay prices are lower now; 
there was a very abundant crop of hay. 


By Mr. Mitchell: 


(. Are these hay prices for a special district?—A. The hay price is an 
Ontario price. The butter is a Montreal price or Quebec price. 

Q. And as to potatoes it is a Maritime price?—A. Yes, the Maritime price. 
The point there is the extreme variation in the kind of products required to 
purchase these different implements, indicating that all sections of the country, 
no matter what they are producing or where they are, are experiencing this — 
ereat difficulty in replacing their farm machinery. . 


By Mr. Patterson: 


Q. In 1914 potatoes show 109-3 and in 1935 119-1. I remember very dis- 
tinetly that in 1914 the price of potatoes was 40 cents a bushel, while in 1936— 
—A. This is only to 1935. 

). Oh, I was referring to 1936 instead of 1935. 
may be subject to some revision yet. 

Now, the last section of this brief is entitled :— 


A. Yes, the 1935 prices 


4. AGRICULTURE AND THE FARM IMPLEMENT AND 
MACHINERY INDUSTRY 


The depression has focussed public attention on the disparity of price 


declines in various commodities and services. The information in this section © 


is intended to show the reactions of the farm machinery industry and agri- | 
culture to economic influence. Because of the purpose of this inquiry, the 
farm machinery industry is selected for comparative purposes. ‘There are a 
great number of other industries which would equally well illustrate the prin- 
ciples involved. 

It is characteristic of some industries, particularly those in which there | 
are a great number of producers, to maintain production in the face of reduced 
markets and falling prices. This has been true in the case of agriculture, and 
an examination of the causes of this reaction reveal among others, the follow- 
ing:— 

1. The farmer as an individual recognizes that his action alone in main- 
taining or even increasing production will have a negligible effect upon 
price. Therefore with price unaffected, his income may be maintained 
or even increased as a result of his independent action. ay 

2. Many of the farm cash costs may be reduced. This is done in part 
by the farmer utilizing a larger portion of his own and his family 
labour at a very small noha or at no return at all. He may also, 
by increased yields, diminish the per unit of product outlay. 
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3. For those farmers who own or who have a substantial equity in their 
own business, returns in the form of interest on the investment may 
be relinquished for a considerable period. 

4. The farmer may produce for some time without having to meet depre- 
ciation by the expenditure of cash. Eventually, however, this situa- 
tion must be rectified by much larger than usual expenditures or else 
the business will be forced to close down. 

5. Various plans and devices are put forward to assist agriculture through 
dificult periods. This is in recognition of the economic importance 
of the industry and for the social welfare of the large number of people 
dependent upon it. 


On the other hand, many secondary industries have a much more rigid 
cost structure than agriculture. Wage rates are sometimes highly inflexible, 
- interest charges on bonds are not easily reduced, and even depreciation cannot 
continue for long without expenditure for replacement in order to keep the 
business operating. 

The usual reaction in such industries facing a reduced demand is to curtail 
. production, cutting the wage and salary expense and the expense for materials. 
This action is taken in the interest of the business, for by so doing, the individuals 
seek to minimize the losses in each concern. 

The point under discussion is ably covered in a recent publication, “Indus- ~ 
trial Prices and Their Relative Inflexibility,” by Dr. Gardiner C. Means, economic 
adviser on finance to the Secretary of Agriculture in the United States. 


By Mr. McLean: 


Q. Who is your authority?—A. Dr. Gardiner C. Means. 
Q. Dr. Gaston C. Means?—A. No, not Gaston; Gardiner C. Means. Then: 
To quote Dr. Means:— 


The distinction drawn here between industrial policy and business 
policy is of the greatest importance. 

According to laissez faire principles, industrial. policy was supposed to 
result from the interaction in the market of the business policies of a large 
number of independent units, no one of which had any significant power. 
In the truly atomistic economy to which the principles of laissez faire 

- applied, no individual buyer or seller alone had any significant power 
over either price or total volume of production for the industry. Prior 
to A.A.A., agricultural products, such as wheat and cotton, were produced 
and marketed under these conditions. 

Where the number of competing units in a particular industry have 
been reduced to a relatively small handful, industrial policy is no longer 
made wholly by the market but in part by individuals. Industrial policy 
becomes subject to administrative control even though there is no monopoly 
or collusion between the separate enterprises. 

But when the business man has the power to affect industrial policy, 
he almost necessarily makes wrong industrial decisions. The very position, 
experience and training of the business man which lead him to make the 
correct decisions on business policy tend to force him to make the wrong 
decisions on industrial policy in spite of the utmost public spirit which 
he, as an individual, may seek to exercise. The fact that his decisions 
are wrong from the point of view of the public interest is no necessary 
reflection on either his character or his intelligence, but arises from the 
nature of the situation within which he operates and the functions which 
he performs. 

The business man is expected to make business policy in a way to 
maximize the profits of his own enterprise. When he has the power to 
choose between lowering price and lowering production, good business 
policy frequently requires him in the presence of falling demand to hold 
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price and curtail his production even though this means idle men and ~ 
idle machines. The amount by which he can count on increasing his sales 
by lowering price is usually so small that the whole balance of his interest 
as a business man points toward a restriction of production. The fact — 
that he can lay off his workers enables him to cut production without 
having to carry the burden of idle workers as he does that of idle machines. 
His interest dictates lowering price only when he is able to squeeze his - 
costs, particularly his labour costs. At best, it 1s an even choice whether 
he will choose to maintain profits or minimize losses by seeking a rela- 
tively large profit margin on a reduced volume or a small margin on a 
maintained volume of sales, and in such a situation the easier device, and 
the one involving the lesser risk, is the device of holding price and accept- 
ing curtailed volume. It is only because this holding of prices has become 
widespread and customary that the term “price chiseler” could be a term 
of approbrium in an economy supposed to be co-ordinated through flexible 
prices. 

The net effect of business control over industrial policy is, therefore, 
to aggravate any fluctuations in economic activity and prevent any neces- 
sary readjustments. An initial drop in demand would result, not in price ~ 
readjustment, but in maintained prices and curtailment of production, 
thus throwing workers and machines out of employment, reducing money 
income and spending power, and further reducing demand. The inflexible — 
administered prices resulting from the shift from market to administration 
thus act as a disrupting factor in the economy and could cause an initial 
small drop in demand to become a national disaster. 


) aE wieins: 
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Only as the business man was willing to go directly counter to the 
interest of his enterprise as a profit-making concern and against business 
tradition would he make the kind of decisions which, if made throughout 
industry, would keep the economy functioning and would serve the funda- 
mental interests of business itself. If during the depression individual — 
business men throughout the economy had been persuaded to lower their 
prices, thus making decisions which appeared by all the standards avail- 
able to them to be adverse to their interests, the result would actually have 
been in their interest since it would have reduced the severity of the 
breakdown. otk 
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A contrast of the volume of output in agriculture and the farm implement 
industry appears in Chart 7:— , 

It will be noted that the volume of production in agriculture was maintained 
through the price decline of the period 1921 to 1923, and again during the price 
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decline of the period 1930 to 1932. Fluctuations in the volume of agricultural 
production during these years have resulted chiefly from unfavourable weather, 
insect pests or disease—factors beyond the control of the farmer. 

On the other hand, the output of farm machinery dropped from an index 
132-4 in 1920 to 48-0 in 1923, and for the year 1933 implement production was 
only 15 per cent of the average production from 1926 to 1930. Thus, the decline 


CHART 9 


INDEXES CANADA 
NUMBER OF WAGE EARNERS 
160 AND 
AVERAGE WAGES PER YEAR 


IN THE 
FARM MACHINERY INDUSTRY 
IS920 tol|934 
1926-1930 =100 


84 STANDING COMMITTEE 


in agricultural production was 28 per cent as compared with a decline in the 
production of farm implements of 85 per cent. 
If the title was omitted from Chart 8, it could almost be interchanged with 
Chart 7. In other words, the physical volume of agricultural production could 
be substituted for the price of farm machinery and the output of farm machinery 
for the prices of agricultural products. In 1932 agricultural prices had declined 
50 per cent from the 1926-30 level, while machinery prices in the same year were 
2 per cent below this level. By 1935, machinery prices had dropped to about 10 
per cent below the 1926-30 level. Baia 
CHART 10 
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Chart 9 bears out the statements made with regard to the struggle by busi- 
ness to minimize losses. When output fell during the years 1920 to 1922, the 


number of wage earners declined from an index of 130 to about 57 in the same 
{Mr. J. B. Rutherford.] . a . 
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period. Earnings per worker declined from 107 to 85. In 1932, the number 


~ employed was 25 per cent of the average number employed during the years 1926 


to 1930. Earnings per worker declined to 70 per cent of the base period. It must 
be pointed out that these are not wage rates, but approximately the average 
amounts earned per vear by a man working 12 months. A similar situation pre- 
vailed with regard to salary earners and salaries as indicated by charts 10 and 
fal 5% 

The yearly wages of farm help had fallen in 1933 to 44 per cent of the 1926 
to 1930 level. Wages of special agricultural labour, as for example harvest 
labour were probably reduced considerably more than year help. The decline 
in number employed in agriculture was relatively small as compared with many 
other industries. In other words, agriculture was able to maintain its labour 
force by means of greatly reduced wages. The factor of technological unemploy- 
ment does not appear to have been present in the case of the agricultural imple- 
ment industry. In 1932, for example, the production of implements had fallen to 
14-5 per cent of the average of the 1926 to 1930 period, but the number of wage 
earners had declined to only 24:2 per cent. In 1984, production recovered to an 


index of 23-2 but the index number of wage earners had risen to 36-6. 
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While the discussion in the foregoing paragraphs has indicated great 
differences in certain economic reactions of the farm machinery industry and 
agriculture, it is well to draw attention to the inter-relationship of the two 
industries. Chart 12 is a correlation diagram, demonstrating the relationship 
between the purchasing power of farm products and the apparent annual sale 
of farm implements over the period 1920 to 1935. Each dot on the chart 
represents the condition obtaining for one of the years. The broken line repre- 
sents the average relationship found during this period. If there had been a 
perfect relationship between the purchasing power of farm products and the 
sales of machinery, every dot would fall on the line. The failure of the dots 
to fall on the line indicates the disturbing effects of other factors (for example, 
yields) which should be included to fully explain the variations. However, 
from the relationship which is indicated, it may be said, that a change of 10 
points in the index of purchasing power of farm products has brought about 
a change of 30 points in the index of farm machinery sales. 
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The important points brought out in this section may be set forth below:— __ 


1. There have been two serious declines in the general price level since 
1920. 

2. In the face of falling demand, agricultural production is maintained, and 
this results in a precipitous drop in agricultural prices. 

3. Many industries maintain their prices, curtailing production, and reduic- 
ing employment. 

4. Much of the distress of depression could have been averted by a policy 
of price reduction and an enlargement of the volume of goods produced. 
Some industries initiated such a policy with beneficial results. 


By the Charman: 
Q. Is that your complete statement?—A. Yes. 


The CuatrMAN: Do any members of the committee desire to ask Mr. 
Rutherford any questions? 


By Mr. Mitchell: 

Q@. Why was the scale changed in the first chart between the years 1933 
and 1936?—A. That is to indicate the condition by months and to bring it up 
to the latest available data, which is as of March, 1936. 

Q. Then these are monthly fluctuations from 1933 on?—A. Yes. 


By Mr. Coldwell: | 

Q. While this is a very clever analysis of the situation, I wondered whether 
the Department had worked out anything on a chart basis suggesting what 
might be done to meet conditions of this sort several years in the future? This 
is an analysis of the trend in the past. What about the future?—A. I do not 
think we have worked out anything along the line you suggest. 

The CHAIRMAN: I suppose we can judge our future actions to some extent 
by the history of the past. 

We have another witness here. If no one has any further question to 
‘ask Mr. Rutherford he may retire. I am sure the committee is very grateful 
to you, Mr. Rutherford, and I desire to extend on behalf of the members of 
the committee our thanks for your contribution. 


The CHairMAn: The next witness will be Mr. William H. Losee. 


Mr. Wiuuiam H. Losses, called. 


By the Chairman: 


@. Would you be good enough to advise the members of the cocina 
as to your name and official position?—A. William H. Losee, Chief of the 
Mining, Metallurgical and Chemical Branch of the Bureau of Statistics. I 
might say that the Mining, Metallurgical and Chemical Branch prepares statis- 
tics of primary mining production and the manufacture of products which have 
minerals as their chief component part. The farm implement industry is under — 
our iron and steel divisron. Automobiles would be another similar case. 

I have passed around tables of the general statistics, and charts. 


The statistics in Tables 1 to 7 of this report cover only those manu- 
facturers which report farm implements as their principal items of 
production. These concerns, of course, make some commodities other 
than farm implements and any such production is included in the total 
figures for the industry. On the other hand, certain companies in other 
industries produce some farm implements as secondary products - and. 
any such output is not included in the production totals or in the general 
statistics for the Farm Implement Industry. On the whole, however, 

- [Mr. W. H. Losee. ] . 
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these discrepancies are of minor importance and the statistics quoted 
may be taken as bemg quite representative of the manufacture of farm 
implements in this country. 


I mean by that that there are certain farm implement industries who 
perhaps make furnaces or anything else they can sell as a secondary prodiuct, 
but. in our statistical set-up we take the major product of the industry to 
classify it. 


TABLE 1—PRINCIPAL STATISTICS OF THE FARM IMPLEMENTS INDUSTRY IN 
CANADA, 1920-1934 


Average Cost of Cost of Selling 

Years | No. of Capital number Salaries fuel and materials value of 

; plants | employed of em- and wages | electricity at products 

ployees works at works at works 

$ $ $ $ $ 

LOZ OR eet 99 |110,868 713 12,838 | 16,941,987 1,062,337 | 22,588,390 50, 301, 302 
tg Bet ea sa aR 90 |100, 285, 688 9,198 | 11,808,700 1,045,918 | 18,854,537 | "38,947,968 
aN Ohad e raikt were a 73 | 92,566, 964 6, 221 7,084, 947 450, 536 7, 967, 767 18, 240, 381 
Le She ae 67 | 92,277,040 7,792 9,112,214 840,413 | 11,592,401 26, 026,419 
DLA RY aan Ware 63 | 82,877,387 ~ 6,700 8,192,861 605,614 | 11,700, 644 26,447,171 
DODO ata Na econ ae 61 | 81,861, 961 7,559 9,089, 221 642,769 | 11,089, 186 24,770, 216 
POAC cw! teak 69 | 78,947,274 10,091 | 12,636,915 835,088 | 18,160,336 38, 269,214 
BOD Pickles Saves 65 | 88,981, 203 11,011 | 13,315,500 805,876 | 19,317,415 42,996, 288 
fa a A te ce 66 | 91,142,820 10,867 | 13,599, 953 721,123 | 17,607,861 41,199,841 
TO20 eL ee hia ee). 62 |103, 356, 773 11,408 | 14,775,889 799,634 | 19,016,981 40,659,479 
Py cits ilu now haat 57 | 98,684, 828 7,405 9, 564, 049 HOU B924 tl Boa ogo 26, 902, 139 
REO Pane cakraecice ie 57 | 84,501, 405 4,471 4,997,732 381,925 3,997, 534 11,175,404 
PAO rsere als teeta ge tay 47 | 73,576,979 2,758 3,097,975 262,571 1,907,768 5,510,078 
CEES et rein a ga 40 | 63,903, 380 3,039 3,047,501 283, 748 PA OAL T KO} | 5,326,416 
ADEs ist) 3 9 35 | 55, 742,696 3,706 | 3,776,918 368, 292 3,632,821 8,817, 756 


The decline in the number of plants from 99 in 1920 to 35 in 1934 was due 
partly to changes in the statistical arrangement, but principally to the fact that 
many of the smaller plants are not now in operation. By changes in the statisti- 
cal arrangement is meant that when a firm ceased to produce farm implements 
as its principal product, it was transferred to another industrial group. 


. TABLE 1—is comprised of what is known as the principal statistics 
of the Farm Implement Industry in Canada from 1920 to 1934. The 
figures are compiled from annual questionnaires which are sent out each 
year to the manufacturers. 


By Mr. Graham: 


Q. To make that clear, that has nothing to do with the capital structure of the 
company ?—A. No. 

Q. It is the money employed in the indugtry?—A. That is right, sir. We 
want to know how much money they have invested, or how much it is worth, 
how much they have there to run their business with. We try to get at the 
point: What is your plant worth? 


By Mr. Mitchell: 
Q. Does that include only plants actually in use producing these results, or 
does it include properties that are not in use?—A. It includes operating plants 
only. 


By Mr. Graham: 
' Q. It would not include any plant not being presently used?—A. If the plant 
is not used in 1935 it is not there. 
Q. It is not there?—A. It is not there. We say that the plant is idle for 
that year and therefore the money is not being used for producing the article. 
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By Mr. McLean: 
, Q. Supposing a plant is in use to 25 per cent of its capacity?—A. The total 
would be there. 
By Mr. Ward: 


Q. What method do you employ to get this information?—A. We sent out 
questionnaires; otherwise it would take a lot of auditing to go through the books. 
Then: 


The information obtained includes such items as capital employed, 
number of employees, salaries and wages paid, cost of fuel and electricity 
used, cost of materials laid down at works, and selling value of products 
at the works. 


In other words, they make so much and get so much money for it at the plant. 


By Mr. Graham: 


Q. In all likelihood, Mr. Losee, that is the price that the dealer would pur- 
chase at less commission and less freight to his point?—A. I would expect that 
~ would be it. 


By Mr. Mitchell: 
@. Factory price?—A. Yes. 


By Mr. Graham: 
Q. Not the cost price?—A. No, the factory price, the factory selling price. 


By Mr. Douglas: 
Q. These figures are submitted by the companies themselves and are not 
subject to audit?—A. No. 
@. And the number of employees engaged in the industry includes the 
officials?7--A. Yes, the officers and employees engaged in the plant. 
I would like to refer to the paragraph at the bottom of Table No. 1:— 

The decline in the number of plants from 99 in 1920 to 35 in 1934 was 
due partly to changes in the statistical arrangement, but principally to the 
fact that many of the smaller plants are not now in operation. By changes 

- in the statistical arrangement is meant that when a firm ceased to produce 
farm implements as its principal product, it was transferred to another 
industrial group. 


By Mr. Douglas: 

Q. What happens in the case of a firm passing out of existence or merging 
with another firm?—A. If a firm passes out of existence we cease to get the 
return... If it is tied in with another firm and continues to operate we would get 
the statistics. 

Q. But there is no figure available to show how many of these firms are 
absorbed ‘by other firms?—A. Not here. 

Mr. GRAHAM: And it may be well to point out that that is the number of 
plants, not the number of companies. : 

Mr. Dovuauas: Yes. 

WITNESS; Then: 


The above terms are defined as follows:— 
Capital Employed iuncludes— | 
1. Present value of lands, buildings, machinery, tools and other 
equipment. 
2. Inventory value of materials on hand and stocks in process. 
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3. Inventory value of finished products on hand. 
4. Operating capital: cash, bills and accounts receivable, prepaid 
expenses, etc. 
Number of Employees— 
Includes salaried employees and wage-earners. 
Cost of Materials— 
Cost laid down at the plant. 
Selling Value of Products— 
Selling value of the products at the plant. 
Capital Employed, etc.— | 


The chart which accompanies the table is a pictorial representation : 


of the figures in the table. 


Capital employed, which totalled nearly 111 million dollars in 1920 
showed a downward trend until 1926, when it reached $79 millions from 
which point it rose to $103 millions in 1929. The curve again turned 
downward and in 1934 the capital employed stood at $55:7 millions. 


During the same time, the number of plants included in this group 


dropped from 99 in 1920 to 61 in 1925. In 1926 the number had risen 
to 69 plants but since that time a gradual reduction is in evidence Lok 
in 1934 the number stood at 36. 


In 1920 the value of products was at its highest point. There was 


a sharp downward trend to 1922 and then a slight improvement occurred 


during the next two years. Value of output was less in 1925 than in 


the previous year but 1926 and 1927 showed a marked rise. During 
1928 and 1929 a slight downward movement was in evidence but the 
decline during the next two years was exceedingly sharp. The low 
points in value of production were registered in 1932 and 1933. Im- 
provement will be noticed in 1934 and from preliminary statements 
already returned to the Bureau, 1935 was better than 1934. 


By Mr. Graham: . 
Q. Would that be the calendar year?—A. Yes, all calendar year figures. 


By Mr. McLean: 
Q. You said the value of production had lowered in 1925 over 1924, is 


that right?—A. It is 1:7 million dollars less. You will see it on the first. table 


there. 


Q. They had nearly 1,000 more men employed in 1925 than in 1924 and 


you say the value of production was less?—<A. Possibly they came on in pe 
fall to get ready for the next year’s production. 
Q. But this is the average number of ah ieee ie Yes, for the year. 


By Mr. Graham: 
@. Could that be explained by the fact that in the next year there is a 
substantial jump, and as you say in the fall they were getting ready for the 
next year’s production?—A. That is my assumption. 


By Mr, McLean: 


Q. These prices are only the value at the plant when shipped?—A. Only the 
value at the plant. 

Q. Let us look at the other figures. They employ a little less capital and 
nearly 1,000 more men, and nearly $1,000,000 paid out in larger salaries and 
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wages, and more money for fuel and electricity, and less for materials, and ~~ 
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yet there is a difference of one and three-quarter millions in the value of their 


— output?—A. I could look into those figures. 


By Mr. Graham: 
_ @. Will you make a point of doing that?—A. Yes, I will look into that, 
sir. 
You will notice that the cost of materials as to the value of products in 


1931 ran as low as 32 per cent, but generally speaking the cost of materials was 


40 to 44 per cent of the value of products. The wages and salaries ran from 
31 per cent to 42 per cent of the value of products. The cost of materials, fuel, 
electricity and wages ran around 80 per cent of the total value of products. 
You will notice on the chart that in 1931 1932, 1933 and 1934 the salaries and 
wages were greater than the cost of materials used. 


By Mr. Mitchell: 

(). I notice on the Materials line of the charts that changes are all fairly 
gradual until 1928 when there is a decided drop in one year. To what is that 
attributable?—A. Just a little drop in 1928. 

Q. Yes, between 1927 and 1928 apparently, whereas wages and products and 


capital employed, and so on, remain fairly constant. To what is that 


attributable?—A. I could not tell you offhand, sir. 


By Mr. Graham: 

@. Will you make a note of that and consider it?—A. Yes. 

The CHatrMAN: May I suggest that the members of the committee speak 
up when questioning the witness in order that the shorthand reporters may have 
an opportunity of accurately recording their questions. 

Witness: I divided the salaried employees and wage earners for each year 
over the period, and I found that the average annual salary varied from a low 
of $1,599 in 1927 to a high of slightly more than $1,900 in 1930 and 1931. The 
average wage ranged from a high of $1,249 in 1920 to a low of $805 in 1933. The 
drop in the average annual wage was probably due to the employment. of men on 
part time during the past few years. 


By Mr. Mitchell: 
Q. Are these wages of permanent employees or are there seasonal employees 
included?—A. They would be wages of any men they hire during the year. 
@. They are all on an annual basis?—-A. The salaried men would be on an 
annual or monthly basis; the wage earners might be on a weekly or hourly basis. 


By Mr. Douglas: 
Q@. Are these labourers, or labourers and salaried men?—A. In the figures 
you have are salaried men and wage earners together. 
Q. Does it include officials7—A. How do you mean “officials’’? 
.Q. Superintendents and managers?—A. Yes. 


By Mr. Coldwell: 
Q. How do you account for the rise in salaries in 1930 and 1931 over 1927 
A. Well, you will notice in 1931, if you have the figures there, that 
there were 1,064 salaried employees in that year and in 1932 there were 691. 

Mr. Grauam: It might be interesting to give a gist of the number of 
employees that appear on page 4. 

“Witness: Do you want me to read it? 

Mr. GRAHAM: Yes. 
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WITNESS 
TABLE 2—THE FARM IMPLEMENT INDUSTRY IN CANADA 


Average Salaries and Wages Paid from 1920 to 1934 inclusive 


Salaries Wages 
Year Number Number | 
of Salaries nen of Wage- Wages ane 
Employees iat Earners ney 
$ $ $ $ 

RO | RES Ne OAR Aa es Sb 1,718) 3, 0477426 1,774 11,120 | 18,894, 561 1,249 
TINEA ES IAC) aoe On nas Pubs Dua egaMle ys 1, 664 2,881, 240 L732 7,534 8, 927,460 1,185 
TIS PPA eres SENT Bias Ae MOURA dina 1,348 2,282,890 1,694 4,873 4,802,057 985 
1 FA UNAS gee OR wens leg SR er 1,853°1~ 2,395; S67 1,770 6,439 | 6,716,847 1,043 
RS ET SINE oe MAY ds ta a 1,288 42, Sie o21 1,799 5,412 | 5,875,340 1,085 
OD Siaeehen mee tgs tee eeciuny een ae Tg00 2,254, 068 1,665 6, 206 6,835, 153 1,101 
BODO he Oe Rai. Hpk ala te 1,528 | 2,548,069 1, 667 8,563 | 10,088,846 1,178 
A ACCESS Ry ASOD on a Es i i 1,518 2,427, 643 1,599 9,493 | 10,887,857 1,146 
LES Pacey EU Sr nae OA Aas mR er ae ED 1,659 | 2,936,250 1,769 9, 208 10, 664, 703 1,158 
1 LEA) RIS ACE RR ML RN pea 1.763503, 328, 396 Holy pte 9,643.1 11,452,533 1,187 
ASIEN GL CAO al OR GR cee eR UN 1, 530 2,915, 138 “1,905 5,875 6,648, 911 eM 
LE Do Karte ager eg el We UO ANION 1,064 2,034, 734 1,912 3,407 2,962,998 869 
tho AIR CE aN ED Oy ase Sen Pa 691 Lo221o0r 1,913 2,067 | 1,775,608 859. 
DOr ety COU Nhe a hh Bhaciatans's 615 | 1,094,880 1,780 2,424 | 1,952,621 805 


DOG E acini Wale datas Missions naire 578 | 1,990, 107 1,886 3,128 | 2,686,811 858 


By Mr. McLean: Ge 


Q. What kind of employees are they?—A. Salaried aril 
Q. Salaried men?—A. Yes. 
Q). 


By Mr. Mitchell: 


You are giving the number of salaried employees?—A. Yes. 

Q. How do you account for the fact that the average of employees is less 
than the total salaried employees all the way down. The average number of 
employees shown in this chart is less in every figure than the total of salaried 
employees, according to the figures you gave?—A. I gave years first. Did that 
confuse you? For instance, take 1920. In that year there were 12,000 em- 
ployees. Is that right? 

Q. 12,8388 is the average nae of employees?—A. Yes. 

Q). What is the figure for the last year you read out?—A. 518 salaried 
employees for 1934. 


By Mr. Coldwell: 


Q. Is this a fair inference to draw: In the years 1928 to 1931 the salaried 
men who were let out of those plants were the lower salaried men; the higher 
salaried men remained?—A. I am inclined rather to agree with you. I think 
when they were not so busy the stenographers, clerks and similar employees, 
were let out, and the other higher class men were kept on. That is the infer- 
ence I have drawn. The superintendents, foremen, and other men on a monthly 
basis they would want to keep as a nucleus to hold the plant together; they 
would be retained. 


Mr. Granam: It might be well to complete that information. 


By Mr. Coldwell: 
Q. Have you anything worked out on labour units in regard to producing 
a machine in the years 1920, 1925, 1930 and 1932?—A. The cost of produc- 
ing it? 
Q. Yes, on the basis of labour cost, a unit man hour?—A. No, I have not 
done that. . i. 
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_ Q. The distance from Brantford to Ottawa is possibly 400 miles and the 
- distance from Brantford to Regina is possibly 2,000 miles; I do not know. I 
would like to see the comparison? (No response.) 


By Mr. Perley: 
Q. Is there not a certain mileage of free haulage between Fort William and 
the western prairies?—A. I think perhaps the gentleman has reference to 
between Fort William and Winnipeg. They use what they call a constructive 
mileage, 290 miles, and the actual mileage is 420; but that would not enter 
into this. : 

Mr. McLean: That does not apply to Regina. 

Mr. Prerutey: It works out in Regina’s favour. 

Mr. McLuan: It is to Winnipeg. When they figure from Fort William to 
Regina the mileage is actual mileage. 

Witness: But none of these rates are based on mileage; they are straight 
commodities or class. 


By Mr. McLean: 

Q. Woould you mind getting us that other information as to the absolute 
rates, the absolute cost, not the relative increase? You have given us now the 
relative increase. Would it be possible to get the relative costs?—A. The actual 
rates? 

Q. The relative freight rates?—-A. I have those in tables here. Chart No. 2 
is a composite railway freight index of all those raw materials which are selected. 
It is unweighted. It shows the rise in 1913 as 100 up to a peak in September, 
1920, and practically horizontal since. 


By the Chairman: 
Q. Advancing in 1920?—A. I should say from 1922 it is horizontal. 


By Mr. McLean: 

Q. Are most of these raw materials produced in Canada that you have taken 
into your calculation?—A. I understand that perhaps some of the hardwoods 
like hickory are brought up from the United States, and coal. 

The CHArRMAN: But for the purposes of this calculation certain basic points 
have been taken to compare with other places. It does not matter whether 
imported or not, the freight is charged from there. 

Mr. McLean: As long as they were taken from the same place in 1913 and 
1936. 

Mr. GRAHAM: Quite so. 

Witness: Then:— 


CHRONOLOGICAL DATA CONCERNING IMORTANT RATE CHANGES 
(1) Crow’s Nest Pass Agreement 1897 (60-61 Vic. cap. 5). 


This agreement from its inception has had a very definite bearing 
upon the rate level in western Canada that it seems advisable to discuss 
very briefly the circumstances under which the agreement came into 
force. As the outcome of a subsidy given by the Dominion Government 
to the Canadian Pacific to assist in the construction of the Crow’s Nest 
line from Lethbridge, Alberta, to Nelson, British Columbia, through the 
Crow’s Nest Pass, the Canadian Pacific entered into an agreement to 
grant certain reductions in rates from its existing tariff. Reductions 
westbound from Fort William and points east thereof to all points west 
of Fort William on the company’s main line or on any line of railway 
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owned or leased by or operated by the company were made on the follow- 
ing items: Coal oil 20 per cent; cordage and binder twine 10 per cent; 


agricultural implements, all kinds set up or in parts 10 per cent; iron, : 


including bar, band, Canada galvanized sheet, pipe, pipe fittings, plates, 
nails, spikes and horse shoes 10 per cent; paints 10 per cent; window 
glass, roofing and building paper 10 per cent; and household furniture 
10 per cent. From the list mentioned in the agreement it is evident that 
the westbound reduced rates were given on those items which the western 


settler required most urgently for the operations of farming and the — 


erection of barns and dwellings. The statute further provided for redine- 
tion of the existing rates on grain and flour moving eastward on the com- 
pany’s main line and branches west of Fort William to Fort William and 
Port Arthur and all points east of 3 cents per 100 pounds, the reduction to 
be made half and half for the next two years. 


(2) Manitoba Agreement (Mamtoba Statutes 1901 of SE ae 


Under this agreement the Canadian Northern Railway Company in 
consideration of the Province of Manitoba guaranteeing its bonds and 
giving it a lease of the Northern Pacific and Manitoba Railway agreed 
that it would reduce its rates by about 15 per cent of the existing tariff 


on all freights other than grain to Fort William and Port Arthur from — 


points in Manitoba and vice versa. Grain rates were also substantially 


affected. The result of this agreement was that for competitive reasons. 


the Canadian Pacific was compelled to aecept the Manitoba scale of 
rates. If we assume that the Canadian Pacific tariff in foree prior to the 
Manitoba Agreement represents 100, the rates became under the Manitoba 
Agreement 85. Complementary to this action the Canadian Pacific 
voluntarily reduced its rates in Saskatchewan and most parts of Alberta 
to 92-5. 


In other words, the Manitoba agreement prevented the Crow’s Nest Pass 


‘acreement from being in operation from 1901. From 1897 to 1901 the Crow’s 
Nest Pass agreement was in force, but in the Manitoba agreement the rates 
were forced lower than the Crow’s Nest Pass rate. 


By Mr. Perley: 


@. That is on rates west of the Manitoba boundary; they had a i pate 


through the province of Manitoba?—A. Yes, they had to distort the rates as 
far back as Saskatchewan and Alberta. 


(3) Regina Rate case (Ann. Rept. B-R.C. 1911, pp. 169-175). 


The complaint of the Regina Board was that freight could be shipped : 


from Fort William into Winnipeg and from Winmipee to points west of 
distributing centres in Saskatchewan and Alberta at lower rates than the 


same eoods could be shipped from Fort William to the redistributing — 
centres in Saskatchewan and Alberta and therefrom to the same points: 


west of these distributing centres. The Railway Board reduced the first 
class rate from Winnipeg to Regina from $1.17 to $1.02 and other classes 
were scaled accordingly. The higher scales applying in Saskatchewan 
and Alberta on shipments from distributing points in these two provinces 
were left untouched. 


By Mr. McLean: 


Q. The higher scale?—A. Yes. In other words, Regina felt at ‘that time that 


she was being injured and discriminated against, and they lowered the sic to 
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- Regina. As a matter of fact it was just simply a Regina case, and the rates 
were made favourable to Regina at that time, and other points in Saskatchewan 
were left untouched. 


(4) Western maton Case 1914. 


Initiated in 1911 by the passing of a resolution by the Winnipes 
Board of Trade that the disparity of rates between eastern and western 
Canada should be removed to the fullest possible extent. Railway com- 
panies admitted that there was discrimination in rates in favour of the 
east but upheld the claim that this discrimination was neither undue nor 
unjust. Eastern rates were held down by the influence of water com- 
petition extending throughout the entire portion of the country from 
Fort William to the seaboard and by a real and effective railway com- 

- petition afforded by American lines in Ontario. Up to this time (1914) 
the Saskatchewan scale of rates which also applied to most parts of 
Alberta was higher than the Manitoba scale of rates and the Board of 
Railway Commissioners in its judgment on the Western Rates Case 

stated that the operating conditions were sufficiently alike that they 
should be grouped under one scale and this was made the Manitoba scale. | 
Through the judgment on the Western Rates Case the freight rates on 

farm implements to the distributing centres of Saskatchewan and Alberta 
were reduced approximately 3 per cent, September 1, 1914. 


(5) Eastern Rates Case 1916. 

This was an application of the Canadian Freight Association on 
behalf of all the railway companies operating in Canada, east of Port 
Arthur, Ontario for a general increase of freight rates to offset the higher 
costs of operation. In regard to the general classified traffic in eastern 
Canada which had been carried on what were called Schedule “A” 
rates. . 


Schedule “A” rates rather centre in Ontario. They get special class rates, what 
they call town tariffs, in good sized cities and towns in Ontario. 


..which were lower than those of the standard tariffs, the Board 
ordered that in this territory (east of but excluding Port Arthur) there 
‘should be an increase of 2 cents per 100 lbs. on first class freight and 
1 cent per 100 lbs. on fifth class, the rates on the other classes being 
scaled proportionally as shown in the standard tariffs for the mileage 
covered by any particular movement, excepting the through rates to and 
from the Maritime Provinces and also for the Quebee stations of the 
Intercolonial east of Levis. As a result of this judgment freight rates on 
farm implements to Ottawa and Montreal were increased approximately 
5% and to the Maritime Provinces approximately 9%. 


) 15% case effective March 15, 1918. 


By the spring of 1917 the high operating expenses of the railroads 
in Canada necessitated the railroads applying to the B.R.C. for a general 
increase of 15 per cent in the level of freight rates.. In the judgment of 
the Board the freight rates generally speaking in so far as the western 
territory was concerned were increased approximately 10 per cent and 
the rates of the eastern territory approximately 15 per cent. Raw ma- 
terials and manufactured articles used in the manufacture of farm im- 
plements with few exceptions were increased 15 per cent. Special rates 
were provided for particular commodities. The rates on coal and coke 
were increased 15 cents a ton east and west which was less than 15 per 
cent on long hauls but more than 15 per cent on short hauls. On hauls 
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from Suspension Bridge and Black Rock to Hamilton, Brantford and 
Toronto the increases on bituminous coal amounted to appriximately 
23 per cent. 


By Mr. McLean: 
Q. Would bituminous coal not come into Hamilton water?—A. Yes. 


Q. It would not come by rail movement?—A. Yes, there is quite a rail 


movement. 


Q. Of course the rail movement will be carried at a very low rate?—A. 


About $1. 
@. In order to meet the water rate?—A. Yes, there would be quite a low 


rate. At the present time from Black Rock to Toronto is $1 per ton; it was 60 
cents per ton in 1913. ) 

Q. $1 per ton to Hamilton?’—A. To Toronto; but they are held down 
through water competition. 

Q. Is the water rate higher now than in 1913?—A. I could not say, sir. 


In the case of through traffic from Ontario to western points the 15 per 
cent increase was allowed on the through rate as far as the territory west 
of Port Arthur but on the eastern part of the through rate the increase was 
held down to 10 per cent. In the case of through traffic on farm implements 
from Ontario points to the distributing centres of Manitoba, Saskat- 
chewan and Alberta the percentage increase in the rates amounted to 
approximately 138-4 per cent effective April 1, 1918. In the east the 
increased rates were effective March 15, 1918. 


(7) 25 per cent case effective August 12, 1918. 


This case was brought about as a result of wage increases on the | 
United States railroads under the ‘“‘ McAdoo Award.” ‘The railroads of — 


the United States had been taken over by the government about this time 
as a war measure. On account of the similarity of labour conditions in 
Canada the Governor-in-Council ordered that the “ McAdoo Award” 
should be put into effect upon the publicly owned railways in Canada and 
the C.P.R. through force of necessity was obliged to comply. The Board 
of Railway Commissioners judgment was put into effect by the Governor- 
in-Council under Order-in-Council No. P.C. 1863 July 27, 1918, and 
provided :— 

(1) in the territory east of Fort William all class rates were to be 
increased 25 per cent and commodity rates according to a definite schedule, 


while the rates on commodities not enumerated were to be increased 25 


per cent. 

(2) in the territory west of Fort William, all class rates were increased 
25 per cent calculated on the tariffs in force prior to March 15, 1918, 
when the 15 per cent increases went into effect. In other words the 15 per 
cent increase of March 15, 1918, was to be included in the 25 per cent 
increase. Commodity rates many of them being increased less than 25 per 
cent were scheduled and for commodities not enumerated the rates were 
increased 25 per cent, these also to be calculated on the tariffs in force 


prior to March 15, 1918. The i creaed rates were put into effect August 


1918 throughout Canada. 


(8) 40 per cent case effective September, 1920. 


This case was brought about as a result of the higher operating costs 
due to the “ Chicago Award ” increasing the wages of railway workers in 


the United States and Canada. The judgment of the Board of es 


Commissioners September 9, 1920, General Order No. 308 is as follows: — 
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(1) Until December 31, 1920, there should be a general increase of 
40 per cent in eastern freight rates and 35 per cent in western 
freight rates. 

(2) Beginning January 1, 1921, the above rates were to be reduced to 
35 per cent in the east and 30 per cent in the west. 


A variation in this order was made in the case of certain commodities. 
For example on bituminous coal an increase of 10 cents per ton was 
allowed on all rates up to 80 cents per ton, 15 cents per ton on all rates 
from 80 cents to $1.50 per ton and 20 cents on all rates over $1.50 per ton. 
On coal hauls from Suspension Bridge and Black Rock to Hamilton, 
Brantford and Toronto these increases amounted to 15 per cent. 


(9) Reductions effective December 1, 1921. 


In July, 1921, a reduction was made in the wages on United States and 
Canadian Railways approximating in the case of Canadian Railways to a 
decrease of 9 per cent and the Board of Railway Commissioners of its own 
volition instituted an enquiry to determine whether or not a reduction of 
rates should be made in Canada. 

Under the Board of Railway Commissioners’ General Order No. 350 
the following changes were ordered effective December 1, 1921:— 


(1) In the territory east of and including Port Arthur, Fort William 
and Westfort freight rates were to be based upon 25 per cent 
over the rates in effect prior to September 13, 1920. 

(2) In the territory west of and including Port Arthur, Fort William 
and Westfort freight rates should be based upon 20 per cent 
over the rates in effect prior to September 13, 1920. 

(3) On through rates between eastern and western territories the 
above mentioned percentages should apply to the eastern and 
western factors respectively. 


Other changes were made which are not applicable to this enquiry and 
need not be mentioned. 


(10) Reductions, August 1, 1922. 

To understand the conditions attending this reduction in the level 
of rates it is necessary to go back to the year 1918. When as a result of 
the acceptance by the Canadian railways of the “McAdoo Award” in 
1918 they were allowed to increase their rates to compensate for the 
additional expenses of operation, the rates were forced higher in the West 
than was allowed by the Crow’s Nest Pass Agreement and the government 
by Order in Council of July 27, 1918, gave authority for suspension of 
this agreement. This was confirmed by Parliament in 1919 for a period 
of three years, so that this suspension would continue until July 6, 1922. 

In the spring of 1922 Parliament appointed a committee to enquire 
into the question as to whether the suspension of the Crow’s Nest Pass 
agreement should continue after the date when it was due to expire. 
Parliament restored the Crow’s Nest Pass agreement in so far as the east- 
bound rates on grain and flour were concerned but the suspension was 
continued so far as the commodities included under the agreement were 
concerned for a period of one year from July 6, 1922 with the option of 
extending this suspension for a second year if necessary. It was also 
recommended about this time that the Board of Railway Commissioners 
should institute an enquiry to see if conditions had not changed materially 
in recent years as to make possible the fullest measure of equalization of 
eastern and western rates. What the Board had to decide was what 
percentage reduction in the freight rates on basic commodities other than 
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- grain and flour eastward could be made to offset the continued suspension 
of the Crow’s Nest Pass agreement in so far as other commodities were 
concerned. 

The Board after very careful consideration aerated that a reduction 
of 74 per cent on the rates then in existence (June 30, 1922) could be 
made on certain basic commodities. This decision left increases on 
these commodities 124 per cent above the rates prior to the September 
13, 1920 level in western Canada and 174 per cent above the rates prior. 
to ‘the September 13, 1920 level in astern Canada. 

Rates on coal other than anthracite were not to be reduced by 74 
per cent for they had not been increased on a percentage basis but by 
flat rates. Therefore all increases on coal other than anthracite granted 
by General Order No. 308 (September 9, 1920) were to cease and the 
rates in effect immediately preceding September 13, 1920 were to be 
re-established. 

Such commodities as lumber and pig iron used in the farm implement 
industry had their freight rates reduced by approximately 74 per cent. 

In conclusion tables of freight rates on farm implements, raw materials 
and manufactured articles used in the manufacture of farm implements 
are herewith attached. : 


I have a series of tables giving the specific rates on farm implements, raw 
materials and manufactured articles entering into the manufacturing costs over 
this period. 

T he rates are all tabulated in the different tables. 


By the Chairman: 


Q. Those tables will show us the extent to which rates have increased or 
decreased over this period?—A. Yes, they give the specific rate charge in cents 
per 100 pounds as taken from the tariff of the Board of Railway Commissioners. 

Q. Is there any distinction in the machinery that might be set up or knocked 
down with respect to rates?—A. No distinction as far as carload shipments are 
concerned, according to the Canadian classification. 

Q. Both carry the same rate?—A. In carload quantities, yes. 


[Mr. Raymond G. Bangs. ] 
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The CHamrMaNn: Does any member of the committee desire to ask the witness: - 


any questions? 


The Wirness: These tables will show the relative trends of ‘height rates 


in Canada over that period. 
Mr. McLean: Will these tables be printed i in the record of the proceedings? 
The CHAIRMAN: Yes. 


By Mr. McLean: 

(. Before the tables are printed would it be possible for you to uk in the 
mileage to these points?—A. I could look up the mileage. 

Q. I do not think it would be very difficult to do that. There are quite 
serious discrepancies in the mileage.—A. Of course, the railways do not base their 
rates on mileage; they do not take mileage into consideration. Take iron and steel 
products. You can ship them from the Maritime provinces to Montreal, 418 
miles, about as cheaply as you can ship them from Toronto to Kingston, 198 miles. 

Q. By water?—A. No. Freight rates for 400 miles are the same as for 198. 

Q. They do not ship as cheaply? (No response). 

An Hon. Member: At the same price. 

Mr. McLean: The witness said they shipped as cheaply. 

Q. Are many of these implements shipped west by water? (No response. ) 

Mr. GRAHAM: They ship to the lake head and then by rail, oe to my 
information. 


The CuarrMan: If the witness is required to uk in the mileage figures in 


these tables the printing of the evidence will probably be delayed. 


Mr. McLean: It should not take very long to get the mileage and insert it : 


in the tables. 

The CHAtRMAN: Probably we could have a statement of mileage prepared 
and added as an appendix. 

Mr. McLean: That could be done, but it Sait be better to have it in the 
same tables. 


The Cuarrman: I do not think we had better delay the printing of this 
evidence, because we will lose our place in the printing bureau.. Are there any 
other questions? . 


By Mr. Evans: 
Q. You do not know the difference between the prevailing rates and oa 


Crow’s Nest Pass rates on farm implements going west?—A. I could not say, sir. 


Mr. Granam: On farm implements? 
Mr. Evans: Yes. 
Mr. Granam: Ten per cent. 


By Mr. Evans: | 
Q. Ten per cent is the difference between the prevailing rates and the Crow’s 
Nest Pass rates on farm implements going west?—-A. Yes. 
Mr. Grauam: The preferential in the Crow’s Nest Pass agreement on farm 
implements was 10 per cent. 


By Mr. McLean: 
@. In these figures on tariff rates you give “ CRC” I suppose that means 
Canadian Railway Commission?—A. Yes. 
@. And “CFA ”?—A. Canadian Freight Association. 


Q. These are not comparable tariff numbers. Of course they could not be. 


because they are to different points, but would they be for the same items ?— 
(Mr. Raymond G. Bangs.] 
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A. Well, on a good many of these hauls you get them out of the same tariff, you 
use a commodity tariff like coal. . 
as” «. I have in my hand the tariff on farm implements: Table No. 3. Carload 
rates on agricultural implements in cents per 100 pounds from Toronto, Hamilton 
and Brantford to Moncton, Halifax and Charlottetown, tariff CRC No. E 2475. 
JI suppose that is a different item from CRC No. E 2320 which is the first item 

in Table No. 1?—A. They cover different territories. 

@. There is no way of knowing whether it covers the same article or not?— 
A. Well, Tables Nos. 1, 2 and 3 cover farm implements. 


By Mr. Graham: 
Q. As enumerated?—A. Yes. 


By Mr. McLean: 


Q. Is the rate on all implements the same?—A. Oh, no. I give the rate 
to Winnipeg: 64 cents. 

Q. But I mean on the different items that enter into a car of implements, 
binders, ploughs, or whatever it may be?—A. The raw materials? 

@. No, implements? (No response.) 


By the Chairman: 
Q. Mr. McLean means that if there was a carload made up from so many 
binders, seed drills, ploughs, etc., would the rate on the lot be the same?—A. On 
a mixed carload? 


By Mr. McLean: 
Q. On any carload? I have no way of telling from.these tables whether 
the rate is on binders, drills, or anything else?—-A. They all travel sixth class. 
(). Then these rates are comparable on that ground?—A. Yes, there 
would be other items which perhaps would take fifth class, but the most of 
them take sixth class. 


By Mr. Evans: 


Q. When was the last reduction in freight rates on farm implements going 
west? Did not the Saskatchewan provincial government have a hearing before 
the Board of Railway Commissioners?—A. I could not say that, frankly; 
I am not attached to the Board of Railway Commissioners. The question 
of freight rates is rather complicated, and I am afraid I could not answer 
the question. There is no indication in the tables of any reduction. 

The CHairMAN: The tables do not indicate that there has been any 
reduction particularly applied to farm implements. 

Mr. Bangs, the committee is grateful to you for your contribution this 
afternoon. 

- Witness discharged. 
Gentlemen, arrangements have been made for the members of the com- 
mittee to visit the Experimental Farm, -leaving here at 10.30 to-morrow 
morning. It is expected that there will be cars outside to convey us to the 
farm, but if any members have their automobiles in town it would be help- 
ful if they could bring them. 
We shall adjourn now until Thursday morning next at eleven o’clock. 


Whereupon the committee adjourned at 5 o’clock p.m. until 11 o’clock a.m. 
on Thursday, May 14, 1936. 
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TABLE 2.—COMPONENT AND COMPOSITE INDEXES OF RAW MATERIALS AND MANU- 
ed ay ca ARTICLES USED IN THE MANUFACTURE OF FARM IMPLEMENTS 
1913=100- 


Item Jan. Dec. | Mar. | Aug. | Sept. | Jan. Dec. | Aug. | May 
1913 1916 1918 1918 1920 1921 1921 1922 1936 


(1) Iron and Steel Ar- 


ECTOR) oy ie ATES A 100-0 101-4 116-8 146-8 202-8 198-6 183-9 179-0 172-7 
(2) Iron or Steel Castings} 100-0 98-4 | 113-3 142-2 | 196-9 | 190-6 | 178-1 176-6 176-6 
ice Tron Ye 8b ahah 100-0 | 105-3 | 122-3 | 153-2] 213-8 | 206-4} 191:5] 180-1 174-5 
(4) Cold Rolled or Cold 
Drawn Steel Bars...| 100-0! 108-9] 125-5] 158-9] 217-8] 211-1) 197-8 | 197-8 197-8 
Citar GD. Bal Pears 100-0 104-2 120°8 144°8 200-0 193-7 179-2 166-7 163-5 
(6) Bituminous Coal..... 100-0 110-0 135-0 166-7 191-7 191-7 | .191-7 166-7 166-7 
Cy Rte Otho oo Ceo .| 100-0 106-7 125-7 160-9 229-5 220-9 205-7 205-7 205-7 
(8): Linseed Oils ....5,. .: 100-0 111-3 128-7 161-3 225-3 216-7 202-0 202-0 202-0 
(9) White or Red Lead..| 100-0 118-6 132-4 166-9 232-4 223-4 208-3 208 -3 208 -3 
(10) Cotton: Duck...2.5..: 100-0 107-5 123-9 155-4 217-4 208 -9 194-4 194-4 194-4 
Composite Index..... 100-0 | 107-3 | 124-4 | 155-7 | 212-8 | 206-2) 193-3 |. 187-7 186-2 
Average per cent change 


from previous rate...) ..}.+....6. +7-3 | +15-0 | +25-1 | +36-:7]| —3-1]) —6:3| —2-9 —0:8 


I have prepared two charts showing the trend of farm implements in Canada. 
The black line is the farm implements from Ontario points such as Hamilton, 
Brantford and Toronto, to points in the west. The blue line is the trend of 
freight rates on farm implements to Ottawa and Montreal, typical Ontario and 
Quebec points. The red line indicates the trend of freight rates on farm 
implements to Moncton, Halifax and Charlottetown, as typical Maritime 
points. 


By Mr. Johnston: 


Q. You say there is no change in freight rates from 1920 ‘on?—A. Well, 
in the case of the Maritimes only, and not since December, 1921, has there 
been any change in points in Manitoba, Saskatchewan and Alberta. 

Q. Since when?—A. December, 1921. To Ottawa and Montreal, it is 
188-7 from December, 1921, to the present time. There has been a reduction 
in the Maritimes; there was a reduction in May, 1923, and also in May, 1924. 

Q. I was under the impression that there was a reduction in freight rates 
on farm implements westbound following the session of parliament in the spring 
of 1922 when the Crowsnest Pass rates were restored?—A. The Crowsnest Pass 
agreement was restored only as far as grain coming east 1s concerned, not as 
far as traffic going west is concerned. 

Q. But was it not restored in so far as farm implements were concerned?— 
A. No; they made a reduction on certain basic commodities and left the farm 
implements as they were. 

Q. That would apply as from the year 1919, but what do your figures 
indicate between 1913 and 1919?—A. They indicate quite a rise. 

Q. And the year 1922?—A. Up to the peak in 1920 and a slight reduction 
in January, 1921, and a reduction in December, 1921. 


By Mr. Leader: Y 
Q. Is it a fact that during the years that the Crowsnest Pass agreement 
was suspended all freight rates went up?—A. Yes. 
Q. And it never did affect agricultural implements going west after that?— 
A. No; they were never restored. I understand they were restored for a portion 
of the time, but I think the railways were going to apply it only to the mileage 
which was in existence in 1897, which would so distort the rates that, if 1 
remember rightly, it was appealed to the Supreme Court of Canada and 
defeated. 
18723—4 
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Q. I do not think it was restored on pomeediies going west?—A. That is 
my impression. ss jp ees 


By Mr. McLean: 

Q. Does that chart indicate that rates on implements to the central points 
have been increased much more than to the west?—A. The trend is similar, 
although farm implements going to Western Canada enjoy a better rate because 
there is a heavier volume of farm implements which go to the west. I made 
a rough calculation of car loadings and the approximatee distribution of farm 
implements in normal years in carload lots throughout Canada are:— 


To Per cent 
The Maritime ‘Provinces @ bowtie, (om. Os a 
MINEDEC 5 eS a ee a Ge ee ee ec 
COTE ARIO Se oe PAV ee Una tier ee eior erence 04/0) ORAS ee eee 
IVEADTEODE ie. Gc Rin oe ee eet ae ae este Gene) jit anaes ae 
SISK ATGHO WAR ie ome Carbs Hemera meme ren nmin 5 20h GAG Cg ee eee 
Alberta. 0% Renee sae Maegan one tans WO SOR BE Ree crm oa 3 8) lb 3. 
Hetieh: Columbian te fe ee eee 2 


In other words, the three prairie provinces, as far as carloads are concerned, 
constitute about 76 per cent as the result of the fact that they got a commodity — 

rate, whereas in Ontario and the Maritimes wey moved on regular sixth-class 

rate. 

Q. Is that on a mileage basis, referring to your chart?—-A. No. As far as 
the commodity rate is concerned mileage does not enter very much into it. 
They do take into account the class rate a little bit, but for competitive pur- 
poses and commodity rates it does not figure largely. | 

Q. Does that mean that from Brantford to Toronto or Ottawa the rate 
would be higher than to Regina? I would like to know the basis?—A. The 
reason why the black line or western rate is lower is that they are getting lowe 
rates for long-distance haul and more volume. 
| OTs it absolutely or relatively lower ?—A, Relatively lower. 

@. Then what is the basis as to distance?—A. It is based on a commodity 
rate, and it would take an expert railway traffic man to explain how they base it. 
They do not take distance into account. 

Q. You must be able to explain to us just what factors are used in basing 
those rates. Is the western rate a composite of all western points?—A. Yes. 

Q. And the top line, the eastern rate, would be a composite of the eastern 
points?—-A. Yes. 

(). You are giving us a commodity rate there which is lower?—A. Ordinary 
sixth class. 

Q. With a very much shorter mileage?—-A. Yes. 

Q. Does that mean that it is absolutely lower, because you are starting at 
the same point, 100, and running up to 160 or 220—or are you starting at the 
actual rate in 1913?—A. I am calling the actual rates equal to 100, in each case 
in 1913. 

Q. So this is not the basic but a relative rate?—-A. No, not specific rates. 
I have a table here showing that rates were higher for longer distances. 

; Q. Have you compiled figures showing the approximate cost per 500 miles? 
—A. There would not be anything go on mileage rates. The mileage is the 
highest rate which can be charged. é 

Q. But you must be in a position to show what it costs per 500 or 1,000 
miles?—-A. Yes. Do you mean to take the specific charges and the mileage and 
figure out what it costs per mile? l 


[Mr. Raymond G. Bangs. ] 
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_ Q. The distance from Brantford to Ottawa is possibly 400 miles and the 
distance from Brantford to Regina is possibly 2,000 miles; I do not know. I 


- would like to see the comparison? (No response.) 


By Mr. Perley: 


Q. Is there not a certain mileage of free haulage between Fort William and 
the western prairies?—A. I think perhaps the gentleman has reference to 


between Fort William and Winnipeg. They use what they call a constructive 


mileage, 290 miles, and the actual mileage is 420; but that would not enter 
into this. 

Mr. McLean: That does not apply to Regina. 

Mr. Preriny: It works out in Regina’s favour. 

Mr. McLean: It is to Winnipeg. When they figure from Fort William to 
Regina the mileage is actual mileage. 

Wirness: But none of these rates are based on mileage; they are straight 
commodities or class. 


By Mr. McLean: 


@. Woould you mind getting us that other information as to the absolute 
rates, the absolute cost, not the relative increase? You have given us now the 
relative increase. W ould it be possible to get the relative costs?—A. The actual 
rates? 

q. The relative freight rates?—A. I have those in tables here. Chart No. 2 
is a composite railway freight index of all those raw materials which are selected. 


It is unweighted. It shows the rise in 1913 as 100 up to a peak in September, 


1920, and practically horizontal since. 


By the Chaarman: 
Q. Advancing in 1920?—A. I should say from 1922 it is horizontal. 


By Mr. McLean: 

Q. Are most of these raw materials produced in Canada that you have taken 
into your calculation?—A. I understand that perhaps some of the hardwoods 
like hickory are brought up from the United States, and coal. 

The CHARMAN: But for the purposes of this calculation certain basic points 
have been taken to compare with other places. It does not matter whether 
imported or not, the freight is charged from there. 

Mr. McLean: As long as they were taken from the same place in 1913 and 
1936. 

Mr. GRAHAM: Quite so. 

Witness: Then:— 


CHRONOLOGICAL DATA CONCERNING IMORTANT RATE CHANGES 
(1) Crow’s Nest Pass Agreement 1897 (60-61 Vic. cap. 5). 


This agreement from its inception has had a very definite bearing 
upon the rate level in western Canada that it. seems advisable to discuss 
very briefly the circumstances under which the agreement came into 
force. As the outcome of a subsidy given by the Dominion Government 
to the Canadian Pacific to assist in the construction of the Crow’s Nest 
line from Lethbridge, Alberta, to Nelson, British Columbia, through the 
Crow’s Nest Pass, the Canadian Pacific entered imto an agreement to 
grant certain reductions in rates from its existing tariff. Reductions 
westbound from Fort William and points east thereof to all points west 
of Fort William on the company’s main line or on any line of railway 
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- owned or leased by or operated. by the company were made on the follow- 


ing items: Coal oil 20 per cent; cordage and binder twine 10 per cent; 
agricultural implements, all kinds set up or in parts 10 per cent; iron, 
including bar, band, Canada galvanized sheet, pipe, pipe fittings, plates, 
nails, spikes and horse shoes 10 per cent; paints 10 per cent; window 
class, roofing and building paper 10 per cent; and household furniture 
10 per cent. From the list mentioned in the agreement it is evident that 
the westbound: reduced rates were given on those items which the western 
settler required most urgently for the operations of farming and the 
erection of barns and dwellings. The statute further provided for reduc- 
tion of the existing rates on grain and flour moving eastward on the com- 
pany’s main line and branches west of Fort William to Fort William and 
Port Arthur and all points east of 3 cents per 100 pounds, the reduction to 
be made half and half for the next two years. 


(2) Manitoba Agreement (Manitoba Statutes 1901 cap. 39). 


Under this agreement the Canadian Northern Railway Company in 
consideration of the Province of Manitoba guaranteeing its bonds and 
giving it a lease of the Northern Pacific and Mamitoba Railway agreed 
that it would reduce its rates by about 15 per cent of the existing tariff 
on all freights other than grain to Fort William and Port Arthur from 
points in Manitoba and vice versa. Grain rates were also substantially 
affected. The result of this agreement was that for competitive reasons 
the Canadian Pacific was compelled to accept the Manitoba scale of 


rates. If we assume that the Canadian Pacific tariff in force prior to the 


Manitoba Agreement represents 100, the rates became under the Manitoba 
Agreement 85. Complementary to this action the Canadian Pacific 
voluntarily reduced its rates in Saskatchewan and most parts of Alberta 
to 92-5. : | 


In other words, the Manitoba agreement prevented the Crow’s Nest Pass 


agreement from being in operation from 1901. From 1897 to 1901 the Crow’s 
Nest Pass agreement was in force, but in the Manitoba agreement the rates 
were forced lower than the Crow’s Nest: Pass rate. 


By Mr. Perley: 


@. That is on rates west of the Manitoba boundary; they had a cheap rate 


through the province of Manitoba?—A. Yes, they had to distort the rates as 
far back as Saskatchewan and Alberta. ; 


(3) Regina Rate case (Ann. Rept. BRC. 1911, pp. 169-179), 


The complaint of the Regina Board was that freight could ke shipped 


from Fort William mto Winnipeg and from Winnipeg to points west of 


distributing centres in Saskatchewan and Alberta at lower rates than the | 


same goods could be shipped from Fort William to the redistributing 


centres in Saskatchewan and Alberta and therefrom to the same points 
west of these distributing centres. The Railway Board reduced the first 
class rate from Winnipeg to Regina from $1.17 to $1.02 and other classes 


‘were scaled accordingly. The higher scales applying in Saskatchewan 


and Alberta on shipments from distributing points in these two provinces 


were left untouched. 
By Mr. McLean: 


Q. The higher scale?—-A. Yes. In other words, Regina felt at-that time Lita 


she was being injured and discriminated against, and they lowered the rates to 


[Mr. Raymond G. Bangs. ] i 
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Regina. As a matter of fact it was just simply a Regina case, and the rates 


[ 
P 


: 


_ were made favourable to Regina at that time, and other points in Saskatchewan 
were left untouched. 


(4) Western Rates Case 1914. } 

Initiated in 1911 by the passing of a resolution by the Winnipeg 
Board of Trade that the disparity of rates between eastern and western 
Canada should be removed to the fullest possible extent. Railway com- 
panies admitted that there was discrimination in rates in favour of the 
east but upheld the claim that this discrimination was neither undue nor 
unjust. Eastern rates were held down by the influence of water com- 
petition extending throughout the entire portion of the country from 


Fort William to the seaboard and by a real and effective railway com- 


petition afforded by American lines in Ontario. Up to this time (1914) 
the Saskatchewan scale of rates which also applied to most parts of 
Alberta was higher than the Manitoba scale of rates and the Board of 
Railway Commissioners in its judgment on the Western Rates Case 


stated that the operating conditions were sufficiently alike that they 
should be grouped under one scale and this was made the Manitoba scale. 


Through the judgment on the Western Rates Case the freight rates on 
farm implements to the distributing centres of Saskatchewan and Alberta 
were reduced approximately 3 per cent, September 1, 1914. 


(5) Eastern Rates Case 1916. 

This was an application of the Canadian Freight Association on 
behalf of all the railway companies operating in Canada, east of Port 
Arthur, Ontario for a general increase of freight rates to offset the higher 
costs of operation. In regard to the general classified traffic in eastern 
Canada which had been carried on what were called Schedule “A” 
Ravess. 25 


Schedule “A” rates rather centre in Ontario. They get special class rates, what 
they call town tariffs, in good sized cities and towns in Ontario. 


..--which were lower than those of the standard tariffs, the Board 


ordered that in this territory (east of but excluding Port Arthur) there 


should be an increase of 2 cents per 100 lbs. on first class freight and 
1 cent per 100 lbs. on fifth class, the rates on the other classes being 
scaled proportionally as shown in the standard tariffs for the mileage 
covered by any particular movement, excepting the through rates to and 
from the Maritime Provinces and also for the Quebec stations of the 
Intercolonial east of Levis. As a result of this judgment freight rates on 
farm implements to Ottawa and Montreal were increased approximately 
5% and to the Maritime Provinces approximately 9%. 


(6) 15% case effective March 15, 1918. 

By the spring of 1917 the high operating expenses of the railroads 
in Canada necessitated the railroads applying to the B.R.C. for a general 
increase of 15 per cent in the level of freight rates. In the judgment of 
the Board the freight rates generally speaking in so far as the western 
territory was concerned were increased approximately 10 per cent and 
the rates of the eastern territory approximately 15 per cent. Raw ma- 
terials and manufactured articles used in the manufacture of farm im- 
plements with few exceptions were increased 15 per cent.’ Special rates 
were provided for particular commodities. The rates on coal and coke 
were increased 15 cents a ton east and west which was less than 15 per 
cent on long hauls but more than 15 per cent on short hauls. On hauls 
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from Suspension Bridge and Black Rock to Hamilton, Brantford and 
Toronto the increases on bituminous coal amounted to appriximately 
23 per cent. 


By Mr. McLean: . 
Q. Would bituminous coal not come into Hamilton by water?—A. Yes. _ 
Q. It would not come by rail movement?—A. Yes, there is quite a rail 


movement. : 
Q. Of course the rail movement will be carried at a very low rate?—A. 


About $1. | | 

Q. In order to meet the water rate?—A. Yes, there would be quite a low 
rate. At the present time from Black Rock to Toronto is $1 per ton; it was 60 
cents per ton in 1913. ; 

Q. $1 per ton to Hamilton?—A. To Toronto; but they are held down 
through water competition. . 

Q. Is the water rate higher now than in 1913?—A. I could not say, sir. 


In the case of through traffic from Ontario to western points the 15 per 
cent increase was allowed on the through rate as far as the territory west 
of Port Arthur but on the eastern part of the through rate the increase was 
held down to 10 per cent. In the case of through traffic on farm implements 
from Ontario points to the distributing centres of Manitoba, Saskat- — 
chewan and Alberta the percentage increase in the rates amounted to 
approximately 13-4 per cent effective April 1, 1918. In the east the 
increased rates were effective March 15, 1918. 


(7) 25 per cent case effective August 12, 1918. . 

This case was brought about as a result of wage increases on the 
United States railroads under the “McAdoo Award.” The railroads of 
the United States had been taken over by the government about this time 
as a war measure. On account of the similarity of labour conditions in 
Canada the Governor-in-Council ordered that the “ McAdoo Award” — 
should be put into effect upon the publicly owned railways in Canada and 
the C.P.R. through force of necessity was obliged to comply. The Board 
of Railway Commissioners judgment was put into effect by the Governor- 
in-Council under Order-in-Council No. P.C. 1863 July 27, 1918, and 
provided :— | 

(1) in the territory east of Fort William all class rates were to be 
increased 25 per cent and commodity rates according to a definite schedule, 
while the rates on commodities not enumerated were to be increased 25 
per cent. i 

(2) in the territory west of Fort William, all class rates were increased 
25 per cent calculated on the tariffs in force prior to March 18, 1918, 
when the 15 per cent increases went into effect. In other words the 15 per 
cent increase of March 15, 1918, was to be included in the 25 per cent 
increase. Commodity rates many of them being increased less than 25 per 
cent were scheduled and for commodities not enumerated the rates were 
increased 25 per cent, these also to be calculated on the tariffs in force 
prior to March 15, 1918. The mereased rates were put into effect August — 
1918 throughout Canada. : 


(8) 40 per cent case effective September, 1920. : 

This case was brought about as a result of the higher operating costs 
due to the “ Chicago Award” increasing the wages of railway workers in 
the United States and Canada. The judgment of the Board of Railway 
Commissioners September 9, 1920, General Order No. 308 is as follows:— 
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(1) Until December 31, 1920, there should be a general increase of 
40 per cent in eastern freight rates and 35 per cent in western 
freight rates. ) 

(2) Beginning January 1, 1921, the above rates were to be reduced to 
35 per cent in the east and 30 per cent in the west. , 


A variation in this order was made in the case of certain commodities. 
For example on bituminous coal an increase of 10 cents per ton was 
allowed on all rates up to 80 cents per ton, 15 cents per ton on all rates 
from 80 cents to $1.50 per ton and 20 cents on all rates over $1.50 per ton. 
On coal hauls from Suspension Bridge and Black Rock to Hamilton, 
Brantford and Toronto these increases amounted to 15 per cent. 


(9) Reductions effective December 1, 1921. 


In July, 1921, a reduction was made in the wages on United States and 
Canadian Railways approximating in the case of Canadian Railways to a 
decrease of 9 per cent and the Board of Railway Commissioners of its own 
volition instituted an enquiry to determine whether or not a reduction of 
rates should be made in Canada. 

Under the Board of Railway Commissioners’ General Order No. 350 
the following changes were ordered effective December 1, 1921:— 


(1) In the territory east of and including Port Arthur, Fort William 
and Westfort freight rates were to be based upon 25 per cent 
over the rates in effect prior to September 18, 1920. 

(2) In the territory west of and including Port Arthur, Fort William 
and Westfort freight rates should be based upon 20 per cent 
over the rates in effect prior to September 13, 1920. 

(3) On through rates between eastern and western territories the 
above mentioned percentages should apply to the eastern and 
western factors respectively. 


- Other changes were made which are not applicable to this enquiry and 


need not be mentioned. 


(10) Reductions, August 1, 1922. 


To understand the conditions attending this reduction in the level 
of rates it is necessary to go back to the year 1918. When as a result of 
the acceptance by the Canadian railways of the “McAdoo Award” in 
1918 they were allowed to increase their rates to compensate for the 
additional expenses of operation, the rates were forced higher in the West 
than was allowed by the Crow’s Nest Pass Agreement and the government 
by Order in Council of July 27, 1918, gave authority for suspension of 
this agreement. This was confirmed by Parliament in 1919 for a period 
of three years, so that this suspension would continue until July 6, 1922. 

In the spring of 1922 Parliament appointed a committee to enquire 
into the question as to whether the suspension of the Crow’s Nest Pass 
agreement should continue after the date when it was due to expire. 
Parliament restored the Crow’s Nest Pass agreement in so far as the east- 
bound rates on grain and flour were concerned but the suspension was 
continued so far as the commodities included under the agreement were 
concerned for a period of one year from July 6, 1922 with the option of 
extending this suspension for a second year if necessary. It was also 
recommended about this time that the Board of Railway Commissioners 
should institute an enquiry to see if conditions had not changed materially 
in recent years as to make possible the fullest measure of equalization of 
eastern and western rates. What the Board had to decide was what 
percentage reduction in the freight rates on basic commodities other than 
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erain and flour eastward could be made to offset the continued suspension 
of the Crow’s Nest Pass agreement in so far as other commodities were 
concerned. i 

The Board after very careful consideration concluded that a reduction 
of 74 per cent on the rates then in existence (June 30, 1922) could be 
made on certain basic commodities. This decision left increases on 
these commodities 124 per cent above the rates prior to the September 
13, 1920 level in western Canada and 174 per cent above the rates prior 
to the September 18, 1920 level in eastern Canada. 

Rates on coal other than anthracite were not to be reduced by 73 
per cent for.they had not been increased on a percentage basis but by 
flat rates. Therefore all increases on coal other than anthracite granted 
by General Order No. 308 (September 9, 1920) were to cease and the 
rates in effect immediately preceding September 138, 1920 were to be 
re-established. 

Such commodities as lumber and pig iron used in the farm implement 
industry had their freight rates reduced by approximately 73 per cent. 

In conclusion tables of freight rates on farm implements, raw materials 
and manufactured articles used in the manufacture of farm implements 
are herewith attached. 


od 


I have a series of tables giving the specific rates on farm implements, raw 
materials and manufactured articles entering into the manufacturing costs over | 
this period. 


The rates are all tabulated in the different tables. 


By the Chairman: 


Q. Those tables will show us the extent to which rates have increased or 


decreased over this period?—A. Yes, they give the specific rate charge in cents_ 
per 100 pounds as taken from the tariff of the Board of Railway Commissioners. 


Q. Is there any distinction in the machinery that might be set up or knocked © 


down with respect to rates?—A. No distinction as far as carload shipments are 
concerned, according to the Canadian classification. 


Q@. Both carry the same rate?—-A. In carload quantities, yes. 


_ [Mr. Raymond G. Bangs.] 
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The Cuatrman: Does any member of the committee desire + Ask the ee | . 


any questions? 


The Witness: These tables will show the relative Chenre of rons rates 


in Canada over that period. 
Mr. McLean: Will these tables be printed in the record of the peateedneys 
The CuaiRMAN: Yes. 


By Mr. McLean: 


@. Before the tables are printed would it be ae for you to put in the 
mileage to these points?—A. I could look up the mileage. 

@. I do not think it would be very difficult to do that. There are quite 
serious discrepancies in the mileage.—A. Of course, the railways do not, base their 
rates on mileage; they do not take mileage into consideration. Take iron and steel 


products. You can ship them from the Maritime provinces to Montreal, 418 — 


miles, about as cheaply as you can ship them from Toronto to Kingston, 198 miles. 
@. By water?—A. No. Freight rates for 400 miles are the same as for 198. 
@. They do not ship as cheaply? (No response). 
An Hon. Memper: At the same price. 
Mr. McLean: The witness said they shipped as cheaply. 
@. Are many of these implements shipped west by water? (No response.) 


Mr. Grauam: They ship to the lake head and then by rail, according to. my 
information. 


The Cuarrman: If the witness is required to put in the mileage figures in 


these tables the printing of the evidence will probably be delayed. 


Mr. McLean: It should not take very long to get the mileage and insert it 


in the tables. 


The CHAIRMAN: Probably we could have a: Boerne of mileage prepared 
and added as an appendix. 


Mr. McLean: That could be done, but it would be better to have it in the 
same tables. 

The CuarrMaNn: I do not think we had better delay the printing of this 
evidence, because we will lose our place in the printing bureau. Are there any 
other questions? 


By Mr. Evans: 
®. You do not know the difference between the prevailing rates and the 


2 cata 


Crow’s Nest Pass rates on farm implements going west?—-A. I could not say, sir. 


Mr. GraHamM: On farm implements? 
Mr. Evans: Yes. 
Mr: Grauam: Ten per cent. 


By Mr. Evans: 
Q. Ten per cent is the difference between the prevailing rates and the Crow’s 
Nest Pass rates on farm implements going west?—-A. Yes. 
Mr. Grawam: The preferential in the Crow’s Nest Pass agreen a on farm 
implements was 10 per cent. 


By Mr. McLean: 


Q. In these figures on tariff Ee you give “CRO” I suppose that means 


Canadian Railway Commission?—A. Yes. 
Q. And “ CFA ”?—A. Canadian Freight Association. 


@. These are not comparable tariff numbers. Of course they could not be 


because they are to different points, but would they be for the same pi 
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A. Well, on a good many of these hauls you get them out of the same tariff, you 
use a commodity tariff like coal. | 

<. I have in my hand the tariff on farm implements: Table No. 3. Carload 
rates on agricultural implements in cents per 100 pounds from Toronto, Hamilton 
and Brantford to Moncton, Halifax and Charlottetown, tariff CRC No. E 2475. 
I suppose that is a different item from CRC No. E 2320 which is the first item 
in Table No. 1?—-A. They cover different territories. 

Q. There is no way of knowing whether it covers the same article or not?— 
A. Well, Tables Nos. 1, 2 and 3 cover farm implements. 


By Mr. Graham: 
@. As enumerated?—A. Yes. 


By Mr. McLean: 


Q. Is the rate on all implements the same?—-A. Oh, no. I give the rate 
to Winnipeg: 64 cents. 

@. But I mean on the different items that enter into a car of implements, 
binders, ploughs, or whatever it may be?—-A. The raw materials? 

Q. No, implements? (No response.) 


By the Chairman: 


Q. Mr. McLean means that if there was a carload made up from so many 
binders, seed drills, ploughs, etc., would the rate on the lot be the same?—A. On 
a. mixed carload? 


By Mr. McLean: 


Q. On any carload? I have no way of telling from ese tables whether 
the rate is on binders, drills, or anything else?—-A. They all travel sixth class. 

); Then these rates are comparable on that ground?—A. Yes, there 
would be other items which perhaps would take fifth class, but the most of 
them take sixth class. 


By Mr. Evans: 

Q. When was the last reduction in freight rates on farm implements going 
west? Did not the Saskatchewan provincial government have a hearing before 
the Board of Railway Commissioners?—A. I could not say that, frankly; 
I am not attached to the Board of Railway Commissioners. ‘The question 
of freight rates is rather complicated, and I am afraid I could not answer 
the question. There is no indication in the tables of any reduction. 

The CHAtRMAN: The tables do not indicate that there has been any 


* reduction particularly applied to farm implements. 


1 Sa a 


Mr. Bangs, the committee is grateful to you for your contribution this 
afternoon. 

Witness discharged. 

Gentlemen, arrangements have been made for the members of the com- 
mittee to visit the Experimental Farm, leaving here at 10.30 to-morrow 
morning. It is expected that there will be cars outside to convey us to the 
farm, but if any members have their automobiles in town it would be help- 
ful if they could bring them. 

We shall adjourn now until Thursday. morning next at eleven o’clock. 


Whereupon the committee adjourned at 5 o’clock p.m. until 11 o’clock a.m. 
on. Thursday, May 14, 1936. 
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MINUTES OF PROCEEDINGS 


Housn or Commons, 
Tuurspay, May 14, 1936. 


The Standing Committee on Agriculture and Colonization met this day at 
‘11 o’clock a.m., Mr. Weir, the Chairman, presiding. 


Members present: Messrs. Beaubier, Bertrand, Bouchard, Cleaver, Cold- 
_ well; Davidson, Donnelly, Douglas, Dubois, Evans, F urniss, Gardiner, Golding, 
_ Gosselin, Graydon, Hayhurst, Johnston (Lake Centre), Leader, Leclerc, Mac- 
_Kinnon (Hdmonton West), MacRae, McKenzie (Lambton-Kent), McLean 
(Melfort), McNevin (Victoria, Ont.), Mitchell, Motherwell, Needham, Patter- 
_ son, Perley (Qu’Appelle), Rennie, Rheaume, Roberge, Robichaud, Ross (Mid- 
 dlesex Hast), Senn, Taylor (Norfolk), Thorson, Tomlinson, Turner, Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., Counsel for the Committee. 


The Chairman presented to the Committee the information asked for by 
Mr. McLean (Melfort), regarding the mileage distances, from Mr. Bangs of the 
Dominion Bureau of Statistics. 
Ordered,—That it be printed as Appendix No. 3. 
Mr. F. H. Greenway, Prices Statistician, Internal Branch, Dominion Bureau 
of Statistics, presented a brief on the subject matter of the Order of Reference. 


‘The Chairman thanked Mr. Greenway for his presentation. 
é Ordered,—That the charts and tables referred to in the brief be printed as 
_ Appendix No. 4. 


The Committee adjourned to meet to-morrow, May 15, at 11 o’clock a.m. 


WALTER HILL, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusr or Commons, Room 231, 
May 14, 19386. 


The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the prices of argicultural implements met at 11 o’clock, Mr. Weir 
the chairman, presided. : 


Counsed for the committee, R. T. Graham, Esq., KC: 


The Cuairman: Order, gentlemen. We will proceed. At the last meeting 
Mr. McLean requested that some information be placed on record with regard 
to mileage distance from different places to link in with the statement that had 
been presented by Mr. Bangs on that occasion. Mr. Bangs has presented a 
statement and sent it over. Would it be agreeable to have it included’ in the 
record? 
(Statement appears as appendix 3 to to-day’s proceedings). 


The CHairMAN: Our witness for to-day is Mr. Greenway of the Internal 
Branch, Bureau of Statistics. I think Mr. Greenway’s presentation will be a 
very valuable one, and members should ‘be prepared to question him from time 
to time. His presentation has to do with the price trends of raw materials used 
in the manufacture of agricultural implements. I think you will agree with me 
that that is a rather important matter when dealing with this whole change in 
prices. 


Mr. H. F. Greenway, called. 


By the Chairman: 


Q. Mr. Greenway, will you give the committee your full name and posi- 
tion? —A. H. F. Greenway of the Internal Trade Branch, Bureau of Statistics. 
I am occupied there in the capacity of prices statistician. The matter I have to 
offer this morning bears mainly upon three points: first, certain aspects of the 
general price structure of the country which have a direct bearing, I believe, on 
the questions you are investigating; second, a consideration of long term price 
movements of implement materials viewed against the background of the move- 
ment of implement prices themselves and of the general price level. When I 
refer to the general price level from now on, I mean the wholesale price level. 
‘In that connection, we have prepared an appendix consisting of six tables, and 
my second point is shown most clearly in table 5. 

(Tables and charts appear as appendix 4 of to-day’s evidence.) 

I would like to refer you most particularly to tables 5 and 6—table 5 show- 
ing the annual wholesale price index of some of the more basic materials used 
by the implement companies for Canada, the United States and the United 
Kingdom. These two countries are chosen for comparative purposes, because 
most of our imports of these materials come from these countries. The third 
point is to direct your attention to price movements of materials more par- 
ticularly in the last two or three years in contrast again with the movements of 
farm implement prices. I have summarized this presentation under four main 
headings. 

1. Prices for materials used in farm implements have responded to the more 
important price movements since 1913—rising sharply during the war years 
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and nearly all reaching a peak in 1920—declining abruptly from the middle of 
1920 to the end of 1921—remaining relatively stable from 1922 to 1929, again 
declining from 1930 to the end of 1932, rising moderately in 1933 and 1934, and 
tending to stabilize in 1935 and 1936 at from 10 per cent to 20 per cent above | 
1913 levels. Farm implement prices followed the same general pattern, but have 
been less flexible. They are now roughly 60 per cent above 1913 levels, although 
technical and qualitative improvements may have tended to make the real 
cost relatively less high. This is a point calling for expert opinion of mechanical 
engineers or somebody with technical training in engineering problems. 

2. Varying degrees of flexibility in prices of different commodities present 
an economic problem which has become particularly serious in recent years. 
Prices of materials for implements, and of implements themselves have been 
amongst the most rigid, while prices of farm products have been amongst the most 
flexible. Declines in the latter have resulted in a drastic curtailment in the 
incomes of the agricultural community which represent nearly one-half of Can- 
ada’s population. The failure of farm commodity requirements to decline in 
line with prices of farm products has reduced farm purchases, which in turn 
not only limited the farmer’s power to produce, but contributed to acute unem- 
ployment and deeper depression in the secondary manufacturing industries. 
Rigidity in prices of manufactured products has been more marked in Canada 
than in the United Kingdom or the United States. | | 

3. Manufactured products generally have shown little response to the up- 
ward movement in prices since 1932. The more rigid the price structure of a 
commodity, the less has been the response in most cases. In fact, In some note- 
worthy instances, manufactured product price levels are now as low or lower 
than in 1932. This is true of iron and steel, the most important basic materials 
used in the manufacture of farm implements. 

4. Contrasted with prices for other farm requirements, those for imple- 
ments are relatively high when compared with 1918, although by no means 
the highest. Generally speaking, the longer an industry has been established 
the higher are current prices in relation to those of pre-war years. In con- 
‘trast to the implement industry which was well established in 1918, rubber 
manufactures and gasoline were in their initial stages of mass production. - 
Correspondingly, rubber goods and gasoline are now cheaper than in 1913, 
whereas farm implements and hardware are more expensive. 

From 1913 to 1920 the Canadian wholesale price index number advanced. 
143 per cent and many materials needed for war purposes, including iron, — 
mounted even more precipitously. The subsequent abrupt decline from May, — 
1920, until the end of 1921 left wholesale prices still over 50 p.c. above 1913 _ 
levels. Deflation halted at this point, and a period of relative stability followed 
which continued until the latter half of 1929. From then until February, 1933, 
a second decline carried the general wholesale price level downward again . 
until it was almost exactly upon a par with that in 1913. 


By Mr. Donnelly: | | 
Q. You do not give any reason why you think these longer established 
manufacturers should have prices remain more stable, or remain higher. You 
don’t give the reasons?—A. It has to do I believe with the fact that a new 
product which. has a potentially large market is able to make substantial — 
savings in its production processes as the market expands. If I am producing 
a product for say 100 people my plant costs would be higher per unit of out- 
put than if I am producing for 100,000 people. That is I think at the basis of 
the problem. Cane ey apie: 
Q. Why is the rigidity of prices in this country greater than it is in the 


United States or England?—A. That is a large order. I would lke— 
| [Mr. F. H. Greenway.] : 
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QQ. Why should our prices not go down, or not go up, just the same as they 
do throughout the world, say in England or the United States?—A. I am not | 
gaa ee they do not go up, and do not go down; but the movement is less 
marked. | 3 | 
Q. That is to say there has been greater rigidity, it has not been as flexible 
as it has been in the other countries. Why?—A. I think if you will let me 
continue. If I do not satisfy you I can come back to it. 


Mr. Donne.uty: Surely. 


By Mr. Cleaver: 

Q. Is it possible that one of the reasons why the selling prices of articles 
made by old established firms are higher than the selling prices of new firms 
is on account of the fact that the watering of stock has weakened the capital 
structure and accounts for some of that increase in price?—-A. That is a pos- 
sibility but I am not prepared to say yes or no to your question. 

The Cuarrman: Mr. Cleaver, may I say that I think that question is one 
which will be dealt with later on by a witness who will be here. 

Mr. Cotpweiu: I understood you to say that you did not have the data 
regarding the effects of technological improvements to machinery. Has the 
department any official having this matter who could appear here? I believe 
that is another very important point, as to why the costs of agricultural imple- 
ments have not come down when the machinery for making these implements 
has improved and the relative amount of labour which is a more or less rigid 
cost has decreased in the manufacture of machines. 

The Carman: Mr, Coldwell, may I just in reply to you point out that 
we have looked carefully into the matter of whether or not the government 
had engineers. They had engineers who looked into this phase of it in the 

United States. But we have not been able to satisfy ourselves, and I think the 
evidence given here by Mr, Armstrong the other day is about all the evidence 
we will be able to get from departmental sources in that regard. It may be 
necessary for us to secure the services of expert agricultural engineers to assist 
us in going into that. | 

Mr. CotpwE.u: The department seem to have practically all the informa- 
tion we required on most of these things and I thought they might be able to 
help us on that. 

The CHairMAN: I am afraid that is not in the department. 

Mr. CotpweEuu: It is not? 

The CHAIRMAN: No. 

Mr. Tomiinson: Will any member of the department be able to give us 
information with respect to the point raised by Mr. Cleaver, that watered stock 
in the companies is a cause of high prices? 

The Cuarrman: May I say in reply to that question, and I am just speak- 
ing for myself in this regard, I think that will be a job for our solicitor and 
auditor to bring out in their examination of the implement companies themselves. 

Mr. CotpweEtu: While we were discussing this matter I thought it would 
be of interest to take into consideration the technological improvement, not in 
in the farm machines, but in the machines used in the production of farm 
machinery. | 

The Cuamman: I beg your pardon. I had in mind the farm implement 
itself. — 

Mr. Cotpwetu: That ought to be a factor entering into the cost of agricul- 
tural machinery, increased efficiency in the machinery that enters into the pro- 
duction of farm implements. rae 


132 : STANDING COMMITTEE 


The CHAIRMAN: I had that point in mind. 

Mr. CotpweEtu: Is there any department which deals with that? 

Mr. Prerurey: Isn’t that set out in the questionnaire? 

Mr. GranHam: We have that information in mind. There is no depart- 
mental official available that we have as yet been able to get in touch with. 

Mr. Corpwett: That is my point. The point I am making is this, we 
should know the reliability of the data submitted by the machine companies. 
We should have some independent adviser, or witness, to gather information on 
that point. | 

Mr. GraHAM: That is information that we should have. | 

The CuHarrman: That information is being sought in the questionnaire 
which has been submitted to the implement companies. ‘The question of how 
we are going to check it remains to be determined. | 

Mr. CoLtpwELL: That is the point. I had hoped that we would find some- 
one in one of the departments who could assist us in that regard. 

Mr. Granam: We have not been able to discover anyone who would under- 
take to advise the committee as to that. We have that problem in mind. 

Mr. Senn: There is another matter which has a bearing on what the wit- 
ness has to say. He has referred to the price trends of pig iron and steel.- What 
about the price trend for wood? A large part of the wood in the binder in 1919 
has to-day been replaced ‘by steel or some metal. In giving these price trends - 
has witness made any calculations as to the difference in cost due to the sub- 
stitution? | fi eee 

Wirness: No. I am presenting purely the price trends of some of the raw 
materials. What you want would call for further calculation. . 

Mr. Senn: That would come in under the question presented by Mr. Cold- 
well, I suppose. 

The CuarrMan: Very likely it would. 

Mr. Doveias: I wonder could witness give us any idea of what proportion © 
of each particular material would enter into the production of any one item. 
An item might go down in price but the amount of it used out of-the total might 
be so small that it might not greatly affect the price. 

The Cuarrman: I think you have in mind, Mr. Douglas, the same thing 
that Mr. Senn has in mind, and I believe that the only way we can get that is 
when we come to break down the actual costs of the individual implement. That 
being so, these calculations will be valuable to us in that regard. Perhaps we 
should let Mr. Greenway proceed. It may be that he will answer some of the 
questions you already have in mind as he goes along. | 


By Mr. Tomlinson: 

(. You are speaking now of iron products?—A. I am to give the back- 
ground showing the price movements of individual commodities. It may not be 
necessary, but I have it. ; 

Witness: For the past three years, gradual recovery has taken place until 
in March, 1936, the Canadian wholesale index was 13-1 per cent above the 1913 
average. In March, 1936, an index of Canadian farm products was only 2-6 
per cent higher than in 1913. 


By Mr. Cleaver: 
Q. Would you repeat that last sentence again?—A. In March, 1936, an 
index of Canadian farm products was only 2-6 p.c. higher than in 1913. 
Q. How do you harmonize that with the statement which appears in your — 
table 1, farm implements 153-8?—A. Those are farm products. : . 
[Mr. F. H. Greenway.] ‘ 
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By Mr. McLean: 


4 Q. Would you say why the 1935 mark for farm products is higher than the 
~ 1918?—A. It is mostly in the live stock field, and I think in milk and things 
of that type; not grains, grains are lower than 1913. 


By Mr. Tomlinson: | 
Q. What did you do, take it on an average?—A. We have monthly figures, 
and the simple average of these monthly figures is used as the basis for the 
annual figure. 


By Mr. McLean: 
Q. It is the first calculation I have seen that is higher than 1913?—A. I 
can give you the detail later. 
Mr. McLean: Yes, that will do. 


The Wirness: The behaviour of wholesale prices in other countries 

throughout this period has been generally similar. During the war and the 
-years immediately following, almost world-wide inflation occurred which in 
occasional instances practically destroyed the value of currency units. Then 
followed deflation and the stabilization of currencies in terms of gold, which was 
completed in nearly all countries by 1927. For a variety of reasons, however, it 
was not possible to maintain relationships then established between price levels 
and currency values, and the protracted and painful decline from 1929 to 1933 
ensued. Moderate price recovery has followed where attempts to maintain 
post-war gold parities were abandoned. | 

The seriousness of the price movements outlined above has not arisen so 
much from the fact that changes were violent, as from the different amount of 
rise or fall for various commodities. Differing rates of decline have led to a 
severe shrinkage in the income of primary producers whose products fell in 
price much more rapidly than prices for manufactured goods. It has also meant 
that the primary producer was no longer able to purchase the same volume 
of manufactured goods as hitherto, with resultant depression and unemploy- 
ment in the manufacturing industries. 

The difference in the behaviour of various commodity groups during times 
of pronounced change in general price levels is indicated in chart 1. This shows 
graphically the number of months in which prices were altered between 1929 and 
1933 for 546 of the items used in compiling the Dominion Bureau of Statistics 
index number of wholesale commodity prices. On the extreme left, it may be 
observed that there were 56 items which changed in four months or less through- 
out this period, and 91 items which changed in from 5 to 9 months. Inciden- 
tally, that relates to table 3. 


Mr. Grauam: But this is chart No. 1? 


The Witness: Chart No. 1 and table 3 contain the same material, page 
2 and page 11. The number of items then decreases steadily as the number of 
price changes increases until the group on the extreme right of the chart is 
reached. During this period of 95 months there were 60 items which changed in 
price between 90 and 95 times. In the two groups on the extreme left were 
included pig iron, steel, coal and coke, items used in considerable quantities by 
farm implement companies. In the group on the extreme right were included 
the principal products of the farm: wheat, oats, barley, livestock and eggs. A 
more complete understanding of the significance of this price behaviour may 
be obtained from chart 2, which shows index numbers of the items included in 
the group on the extreme left compared with index numbers for the group on 
the extreme right during the years 1929 to 1935 inclusive. The decline between 
1929 and 1933 in the flexible group including farm products offers a marked 
contrast to the rigid character of the group which includes metals and coal. 
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I might state that these index prices are what we call simple or unweighted 
indices. If wheat and corn were given a weight in keeping with their relative 
importance, that is if we weighted these prices by the value of the production 
that flexible curve would go still lower because wheat, a very important item, — 
would tend to drag down the lower line still further. ‘ 

Mr. CotDWELL: One interesting feature in that table No. 5 on coal is that | 
the flexibility of coal prices in the United States and Canada as compared 
with Great Britain shows that there has been greater rigidity in these two 
countries. Again, there is the matter of machines producing coal. Why should 
the rigidity be more marked in the United States and Canada where machine 
production has ‘so greatly increased? On the other hand, in Great Britain they 
are still using the older methods and we find more flexibility. : 

WITNESS: Yes. : 

Mr. Cotpweti: That is the point. It looks as though there is some cartel, 
or duress, or something of that sort operating to maintain the rigidity of these 
prices there. : 

Wirness: ‘That is not limited to coal, and in any case I think it is a special 
problem. That very problem I agree is a serious one, but it is one which calls 
for an investigation more on the basis of this type by itself. 5 

Mr. CotpweE.Lu: Yes, it is basical I would say. 

Witness: Yes, absolutely. BR 

_ In the case you mention, of course, the use of domestic coal in the imple- 
ment industry is very slight. It is practically all imported. But I have used 
the domestic price as a basis for comparison. Oe ae 


Mr. CoLpwEuu: I see. 


Witness: There is likewise a decided difference in the rate of recovery in 
the two groups, although it will be noted that the flexible commodity prices are 
still lower relative to 1929 than are the rigid commodity prices. This inherent 
difference in the price behaviour of commodity groups cannot be ignored in any 
examination of the relative position of the farmer and the implement company. 
‘It is a recurrent problem which presents itself on the occasion of every con- | 
siderable change in the general wholesale price level and is not, of course, limited 
to the fields mentioned. The decline in basic materials generally was of greater 
extent between 1929 and 1933 than that for finished goods made from these 
materials. Charts 3, 4 and 5 showing the price movements of raw foods and: — 
finished foods, raw textiles and finished textiles, basic metals and finished metal 
products make this point clear. 


By Mr. Leader; 

Q. Before you leave that, would you mind indicating so that we will have 
it on the record the articles which you have included in your rigid commodity 
prices, and the articles which you have included in your flexible commodity 
prices?—A. Yes, I can do that. There is quite a list of them. | 

~Q. Just the high-lights?—A. Some of the more important? | 

(). Yes?—A. Well, in the rigid index I included such things strangely — 
enough as bread, evaporated milk, steel billets, steel bars—there are quite a 
number of items, metal items, structural shapes— | | 

~Q. Implements?—A. This index is based on non-manufactured, that is non- 
assembled products. The individual unit of production, I mean. Things that 
are assembled are not included. | an ete Mae ae 
| @. These are parts, non-assembled products?—A. Yes, almost entirely. 
Nickel, brick, coal, plaster, building-stone, and a considerable number of 
chemicals, also asbestos. The flexible group includes barley, corn, flax, oats, — 
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rye, wheat, flour, raw rubber, steers, hogs, calves, lambs, eggs, raw cotton, lead, 
silver, zine and shellac. | 

| It is also of interest, although not of present significance, that in periods 
of violent price increases such as that culminating in 1920, finished goods rose 


a 
= higher and more rapidly than raw materials. 


By Mr. Coldwell: 


Q. Flour is flexible?—A. Yes. : 
Q. And ‘bread is not?--A. There is a decided difference. 


By Mr. McLean: 


Q. The index is not weighted?—A. No. 

Q. If it were there would be a much wider spread between the two?—A. 
Yes, there would, I do not think charts 3, 4 and 5 call for any particular com- 
ment; they merely illustrate the point which has been already made in refer- 
ring to chart 2. They simply take specific commodity groups. You will notice 
in the case of metals that finished metals and raw materials have been less 
responsive to movements than finished foodstuffs; textiles are a sort of 
in-between. 

Q. Finished foodstuffs are not weighted either?—A. Yes, they are. 

Q. They have kept pretty close together?—A. We now turn to a consider- 
‘ation of the actual materials individually. The behaviour of prices since 1913 
for a list of the more important and basic materials used by implement com- 
panies is examined in the sections which follow and particular attention is paid 
to the relationship between 1913 and 1935 price levels for these products and 
for farm implements as a group. ‘Comparisons with price movements in the 
United Kingdom and the United States are also given. 

A general idea of the relative importance of basic materials used by imple- 
ment companies may be obtained from the following figures. In 1984, the value 
of all materials used in manufacturing farm implements amounted to $3,632,821, | 
of which various descriptions of steel accounted for over $1,000,000. Pig iron 
and castings added over $350,000 more. Other basic materials of considerable 
importance included cotton duck and other textiles $109,884; lumber $363,062, 
and paints, oils and varnishes $92,885. The principal items in the fuel bill 
amounting to $368,292 were $130,581 for imported bituminous coal and $132,380 
for electricity. 

_ As already intimated, the history of commodity price movements since 1913 
falls naturally into three periods, first, the years of war and post-war inflation 
and deflation, second, the period of relative stability from 1922 to 1929, and 
finally the decline and moderate recovery since 1929. The behaviour of farm 
implement prices and prices of basic commodities used by implement companies 
ean be examined to advantage by keeping in mind these three periods. The 
brief table following presents price index numbers showing the relative position 
of prices in 1913, at. the post-war peak, in 1922 after deflation, in 1929 at the 
beginning of the secondary decline, in 1932 when it reached its lowest point, 
in 1935 and in March 1936. 

I do not know that anything would be gained by reading off the figures from 
this table; it is rather too long to keep in mind. But I might give you the 
March 1936 position of the various items relative to 1913. Farm implements, 
158-5; mild merchant steel bars— 


By Mr. Perley: 


Q. What is farm implements?—A. 158-5; mild merchant steel bars, 109; 
steel sheets, hot rolled and annealed, 129-3; No. 1 foundry pig iron, 111-4; 
east iron scrip, 49:90. 
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By Mr. Johnston: . : 
Q. That does not show on the table we have?—A. No; it is not quite com- 
plete. After this was stencilled I enlarged the table; it is unfortunate. 


By Mr. Perley: 
(J. Give us the ones in the list?—A. All right. 


PRICE INDEX NUMBERS OF FARM IMPLEMENTS AND MATERIALS USED BY 
IMPLEMENT COMPANIES, 1913-1935 


(1913 =100) 
—— 1913 Post War 1922 1929 1932 1935 March 
Peak 1936 

Farm Implement........ 100-0 | 201-5 (1921) 166-5 165-1 161-4 153-8 158-5 
_ Mild Merchant Steel Bars 100-0 | 204-4 (1918) 115-2 116-3 109-0 109-0 109-0 

Steel Sheets, hot Rolled 
and-Annealed..:....... 100-0 | 234-7 (1918) 147-6 136-8 134-1 130-6 129-3 
No. 1 Foundry Pig Iron. 100-0 | 275-2 (1920) 166-5 128-2 120-1 111-4. 111-4 
Cast Iron Serap.......... 100-0 | 279-0 (1918) 101-0 88-2 51-5 48-5 49-0: 
Red Oak Lumber........ 100-0 | 295-8 (1920) 215-5 128-5 105-7 107-1 107-1 
White Lead in Oil........ 100-0 | 240-8 (1920) 161-9 171-3 123-5 121°3 130-2 
Read*Lead, dry.) 2h. 100-0 | 241-0 (1920) 160-0 195-5 141-9 148-8 | 152-9 
Linseed Oil, raw......... 100-0 | 391-9 (1919) 176-5 171-2 93-1 121-8 140-0: 
U.S. Bituminous Coal*.. 100-0 | 265-9 (1920) 236-5 149-9 | 134-6 158-8 165-5 


*United States price. 


By Mr. McLean: 


Q. Does that mean that farm implements to-day are as low as they were — 
in 1932?—A. Lower than in 1932; it means that the list prices as shown by the 
companies are lower, yes. 

Q. Than they were in 1982?—A. Yes. There were special discounts at that 
time which our index does not show relative to the 70 cent price for wheat. 

@. The price was never really reduced but a discount was being given?—A. 
For certain products. It is very hard to place that upon an index basis. — q 

The relatively slower and less extended rise of farm implements in the war 
years is clearly apparent from this table. Their rigidity between 1922 and 
1935 relative to material prices is also evident. One significant point not 
clearly revealed, however, is the stable behaviour of material prices in 1934 and 
1935 following the brief advance in 1933. The new level established for the 
more important basic materials during these years was between 10 per cent 
and 20 per cent above 1913 levels, whereas 1936 farm implement prices were 
approximately 60 per cent higher than in 1913. This assertion relating to the 
stability of material prices since 1934 may be verified by reference to table 6. 
of the statistical appendix. c ) 

Pig Iron: After fluctuating narrowly in the first years of the war, prices 
for pig iron advanced very rapidly in 1916 and 1917 due to increasing war-time 
demand. Canadian quotations in 1918 were nominally unchanged because of 
control measures in the United States and Canada, but a reaction occurred in the 
following year, when the industry which had been geared up to war requirements 
was again forced to find outlets for its products in usual peace-time channels. 
A second rise followed, however, when the post-war inflationary wave swept pig- 
iron prices upward from $37.50 per gross ton in November 1919 to $61.80 in 
November, 1920. The average price in 1920 was 175 per cent above the corre- 
sponding 1913 level. Farm machinery prices, however, did not reach their post- 
war peak until 1921, when they were approximately 100 per cent'above those — 
in 1913. Except for slight interruptions in 1923 and 1929, pig iron prices declined 
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intermittently from 1920 to 1933, and subsequently have shown no change. For 
1935, No. 1 foundry pig iron averaged 11 per cent higher than in 1918, while the 
veneral level of commodity prices at wholesale was 12-6 per cent higher, and 
that for farm implements approximately 54 per cent higher. (See chart 6 in 
appendix). With the exception of the war period, when prices were placed under 
control, first in the United Kingdom and later in the United States, pig iron quota- 
tions in Canada until recent years moved fairly closely in line with those in 
the two most closely associated outside markets. The coal strike of 1926 in the 
United Kingdom created a temporary rise which was not followed elsewhere, 
but no other appreciable divergence in trend occurred until 1931 and 1932. In 
those years, prices in the United Kingdom and the United States declined appre- 
ciably, while Canadian quotations remained unchanged. Then in 1933 when 
prices in outside markets were rising, a moderate reduction was made in 
Canada, with no subsequent revisions of consequence. 


By Mr. Donnelly: | 

Q. Are you talking about table No. 5?—A. Chart No. 6 or table No. 5; you 
are right; either one. The figures in table 5 are shown for the most part in charts 
later on. 

By Mr. Perley: 

Q. The greatest difference is in pine?—A. Pine, yes. 

Q. The decks of the binders are all pine?—A. Oak is taken as one item for 
the reason that we are comparing international prices and the prices in Canada 
and elsewhere. I could give you the prices of pine and of quite a number of other 

items, but it would keep you most of the day. ? 


By Mr. Senn: 
Q. They were using oak in 1913?—A. Yes, and Douglas fir. 


Mr. DoxneLiy: There is very little lumber in the machines to-day, any- 
way; practically a negligible quantity. 


By Mr. Coldwell: 

Q. Would the movement in pine and the other woods be approximately the 
same as the movement in oak?—A. I think it would be rather more than the 
movement in oak in recent years. 

Mr. Warp: There is practically no oak at all in farm machinery to-day. 

Mr. McLean: There is much more copper in farm machinery in western 
Canada to-day than Gag aS 

' Mr. Donnetiy: Barbed wire and binder twine? 

Mr. McLean: Yes. | 

Witness: I have to correct myself on that. Oak prices have declined 
much more than pine in the past few years. If the committee is interested 
in the prices of the woods I shall be glad to get them. 


By Mr. Coldwell: 


Q. The relative prices of these woods would be interesting and would show 
whether the new woods are relatively cheaper?—A. The price of pine is very 
much less than the price of oak; the movement has not been as great; the decline 
has not been as great. 


By Mr. Taylor: 
Q. The percentage of wood going into the farm implement is very small, is 
++ not?——A. I think I mentioned the total amount spent on lumber in 1934 was 
$363,000 out of $3,632,000, almost exactly one-tenth. 
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By Mr. Mitchell: 
Q. A lot of that would go in the crating?—A. Yes ; that includes all wood 
used by the company. . 
(. There is more wood used in crating the machinery than in the machine 
itself?—A. Yes; of course, it is a cost. 


By Mr. Johnston: 
Q. You include farm wagons in your list?—-A. Yes. 
Q. There is considerable wood there?—A. Yes. _ 


By Mr. Perley: 
(). In the wagon boxes?—A. I believe the sides of the box are made of 
pine and the floor is elm. ee 


By Mr. Ward: 2 

Q. The side is elm and the floor is usually fir?—A. I believe elm goes into 
it. The axles of the wagon are made up of white maple. Turning again to the - 
international comparison of pig iron, United States prices continued upward 
from 1932 to 1935 and are now further above 1913 levels than Canadian quota- 
tions, although United Kingdom prices remain relatively lower than those for 
Canada and the United States despite sharp increases in 1933 and 1934. Two 
points regarding this international comparison of pig iron prices are of par- 
ticular interest. First the gradual decline from 1923 to 1930 was less in Canada 
than in outside markets, and second, for the first time in the period for which 
records are available, Canadian pig iron prices in the past five years have 
failed to respond closely to changes in the United Kingdom and the United. 
States. This is largely shown by the following table of price index numbers 
for foundry pig iron (see also table 6 of appendix). 


INDEX NUMBERS OF FOUNDRY PIG IRON PRICES, 1929-1935 


(1929 =100) | ae 
= an mmapesmmeseseserieacessesee ed EU 
—- 1929 1930 1931 1932 1933 | 1934 | 1935 
Depudaeant tak ON Gl ty 100-0 93-6 93-6 93-6 86-9} 86-6} 86-9 
United Kingdom............ 100-0} 94-9 80-0 67-8 81-3 96-8 97-4 


United: States ey 100-0 98-6 91-0 83-4 88-9 99-6} 102-3 

Canadian prices remained rigid during 1931 and 1932 and did not decline © 
until outside prices were again ascending. Canadian prices for pig iron, how- 
ever, are now lower relative to, 1929 levels than prices in the United Kingdom 
and the United States. 


By Mr. Donnelly: 
Q. I note by the table you have, 105 in the United. Kingdom and 111 in 
Canada?—A. That is the 1913 comparisons; this is the 1929 comparison. » 
 Q. That is the 1929 comparison?—A. Yes. That is table 6; you are look- 
ing at table 5. | ah 


Steel Merchant Bars: Steel prices normally reflect major fluctuations for 
pig iron. During the war, they registered parallel advances until 1917, when 
steel failed to rise as rapidly as pig iron. In 1918, prices for mild steel merchant 
bars averaged nearly 109 per. cent above 1913 levels, before declining. along 
with pig iron in 1919. The secondary advance of steel in 1920 was much less 
precipitous than that of pig iron, and whereas 1920 pig iron prices exceeded 
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war time levels, merchant steel bar quotations averaged only 97 per cent higher 
than in 1913, as compared with nearly 109 per cent in 1918 as already noted. 
- The rise in 1922 and 1923 subsequent to the sharp decline in 1921 and the 
first quarter of 1922 was much more pronounced than the inflationary rise of 
1920. The general volume of business increased materially in 1923 and steel 
production almost doubled in response to active demand. Recession in business 
activity in 1924, however, affected markets for steel adversely, and the down- 
ward movement in prices was resumed until 1931. Since then no change has 
occurred in the price of mild merchant steel bars. For 1935 they averaged 9 
per cent higher than in 1913, as compared with increases of 12-6 per cent for 
eeneral wholesale prices and approximately 54 per cent in farm implement 
prices. | 
| By Mr. Graham: | 

Q. Fifty-four per cent or 64 per cent?—A. It is the 1935 average; 1936 
would show 58:5. 

Canadian steel price movements since 1913 have been much narrower than 
those for the United Kingdom and the United States both in war and post-war 
years. Only in the temporary rise of 1922 and 1923, and in the subsequent 
decline did they reveal a greater degree of flexibility than prices in outside 
markets. From the period of post-war readjustment until 1929, fairly close 
uniformity in price movements was apparent in the three countries under review, 
although British prices tended to be more rigid than those elsewhere. This 
rigidity in British prices broke in 1931, and the 1982 average was 23 per cent — 
below that for 1930, whereas only slight declines occurred during these years in 
Canada and the United States. Since 1932, Canadian prices have continued 
unchanged while British and American prices have risen considerably. All 
revisions in the Canadian price of steel merchant bars have been downward, 
however, from 1923 to 1935. In the latter year, prices were 9 per cent above 
1913 levels as compared with 17 per cent in the United States and 30 per cent 
in the United Kingdom. 

Comparisons for the three countries related to prices in 1929, reveal the 
same growing independence in Canadian steel quotations that was observed for 
pig iron in recent years. 


- INDEX NUMBERS OF STEEL MERCHANT BAR PRICES, 1929-1935 


(1929 =100) 
eee —————————————e—e———————_ nnn EET 
——— 1929 1930 1931 1932 1933 1934 1935 
COMBE Aoki eee © Se ae 100-0 97-6 7 93-7 93-7 93-7 93°7 
United Kingdom... 20.054. 100-0 | 99-5 , 95-9 76-6 88-3 98-2 100-8 
United States, ............... 100-0 88-8 84-4 82-0 85-1 93-9 94-2 


a eecaeerecreeceeeeee ee acres eee e ee eee ee eee ere cc eer acer ceca e arcane ce earrni megtRTTIAIFIESE STIR SOLS DADS SRE VSRERUEAD EAC WATS 


That table is comparable with the preceding one, the material for which appears 
in table 6 of the appendix. 

Although Canadian prices did not decline in 1932, they have not risen latterly 
as have those in‘the United Kingdom and the United States, and consequently 
relative to 1929 compared favourably in 1935 with the relative position of prices 
in these other countries. 

Coal—The behaviour of coal prices since 1913 is unusual in contrast with 
other basic materials of considerable commercial importance. After showing 
little or no response to general price advances in the first three years of the war, 
coal prices commenced to rise rapidly in 1917 and continued upward until 1921. 
At that time, Canadian domestic run-of-mine coal averaged 154 per cent above 
1913 prices. After a brief decline beginning in the latter half of 1921, prices 
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remained steady at approximately 120 per cent above 1913 levels until 1932. 
In that year and again in 1933 moderate declines occurred, but customary 
stability was resumed again in 1934 and 1935. In the latter year, domestic 
run-of-mine coal was 91 per cent above 1913 levels, as compared with increases of 
12-6 per cent for general wholesale prices, and roughly 54 per cent in farm 
implement prices. Wages in the coal mining industry moved forward faster 
_ than wages generally during the war years, but in the past decade this situation 
has changed. Coa! miners’ wages relative to 1913 are now not high when com- 
pared with those in other occupations. ag ) 


By Mr. Malcolm McLean: 

Q. What you have here is Nova Scotia domestic coal?—A. That is the 
only Canadian coal I have used, because I think the amount of other coal getting 
as far as Ontario is negligible. 

_ Q. Well, is there any Nova Scotia domestic coal used in Ontario?—A. Some. 

Q. Very little?—A. Very little. 

€). There is more Alberta domestic than Nova Scotia domestic coal coming 
to Ontario, is there not?—-A. I would not like to say positively. I doubt it. 

Q. I would like to gamble a little—A. I would not gamble on it. | 

Mr. Mircueii: There is difficulty in moving coal east; the moisture and 
evaporation makes it slack down. 

Mr. Mautcopm McLean: The greatest quantity is coming from Alberta in 
the last twenty years. : | 


By Mr. Donnelly: 
Q. Is that price 629-5 correct?—A. I believe so. 
Q. It seems so large—A. It is terrific. It has been checked. 
Mr. Maucoum McLean: Lethbridge and Drumheller coal can be stored 
outdoors. The point I want to make is that this Nova Scotia domestic so called 
does not enter the Ontario implement industry. | 


Wirness: I am going to make that point. 


By Mr. Donnelly: 


Q. Is it coal that is used? Is it not chiefly coke?—A. There is a considerable 
amount of coke, but it does not bulk large in the actual purchase. I think coke 
purchases in 1934 amounted to only $1,200 or $1,300. 


By Mr. Tomlinson: 


(). The coal used by the manufacturing company is steam coal, is it not?— 
A. Yes. 

Q. It is not hard coal, is it?—A. No. It is not anthracite. Price move- 
ments of United States bituminous coal, are of more immediate concern to the 
farm implement industry than domestic prices, for most of the coal’ used is 
imported bituminous from the United States. Imports of British bituminous 
coal are negligible, although British and United States prices have moved — 
almost parallel to each other since their post-war readjustment. The rise in 
prices for domestic and United States bituminous coal was approximately equal 
during the war years and immediately after, although the United States advance 
was more irregular and reached its peak in 1920, as compared with 1921 for 
Canadian coal. United States prices declined materially, however, between 
1920 and 1932, as indicated by the price indexes of 265-9 and 134-6 for these 
respective years. Canadian eastern domestic coal price indexes for 1921 and 
ee were 254-5 and 190-9 respectively, and subsequently have showed no 
change. | ee Uh Nips . 
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As in the case of both iron and steel, Canadian coal prices have been less 
flexible than quotations in the United Kingdom and the United States. Unlike 
iron and steel, however, Canadian coal is now relatively higher in price when 
compared with 1913 levels, than coal in the United Kingdom or the United States. 
This is indicated by the following 1935 price indexes which are related to 1913: 
Canadian domestic 190-9 United States bituminous 158-8 and United Kingdom 
bituminous 123-3. 

Red Oak: Oak lumber prices declined moderately in 1914 and 1915, but 
mounted rapidly during the next five years, with the result that the 1920 
average of red oak, plain firsts and seconds at Toronto was nearly 196 per 
cent above the 1913 level. From that point prices declined, almost without 
interruption until 1932, when quotations for the same description of oak aver- 
aged less than 6 per cent above its 1913 level. This recession was particularly 
marked in 1921 and 1924. A slight rise in 1933 brought the price up to 7 per 
cent above the 1913 level, and it has not changed since that time. Oak lumber 
is therefore closer to 1913 levels at the present time than either general whole- 
sale prices or prices of farm implements. 

The only important outside market from mhioh oak lumber is shipped 


into Canada is the United States. Canadian oak prices rose less sharply dur- 


ing and after the war than those in the United States. Although their subse- 
quent decline was less rapid, they have been lower relative to 1913 than United 
States prices for the past twelve years. Canadian oak quotations did not 
advance in 1933 and 1934 as did prices in the United States, nor did they 
decline in 1935. Price index numbers for oak lumber in 1935 (1913100) 


were 107-1 in Canada, and 120°3 in the United States. 


By Mr. Donnelly: 
Q. And we buy from the United States?—A. Remember, that is the trend. 


By Mr. Senn: 

Q. Don’t you think a better basis of comparison would have been the 
prices of oak used in 1913 and the prices of pine and fir used to-day? I think 
that they use maple mostly to-day in Ontario; they do not use oak any more? 
—A. Will that not come out when the reference is made to changing the types 
of materials? Oak is still used. 

Mr. Donnetuy: You have just taken oak? 


~Wirness: = Yes. 

Mr. Senn: Wheels and spokes are made of oak. 

Witness: I am not attempting to take a waggon or a binder and relate 
1913 prices of the materials in it to the 1935 prices; I am simply taking some 
of the main items and following them through. I admit it is only part of the 
picture, but it is all I have contracted to do. 


By Mr. Malcolm McLean: 

Q. Probably the price of all lumbers would be changed, approximately, as 
the price of oak has changed?—A. Not quite. The decline appears to have 
been less in some other items. 

Q. Would it be less in some other items than in oak?—A. Yes. 

Q. Less in pine than in oak?—A. Yes. That is, in recent years. I have 
not got the 1913 comparison. 

Q. I do not think that matters much. 


By Mr. Coldwell: 

Q. If they are using more pine than oak, or a great proportion of pine, it 
would tend to cheapen the cost of the machine, would it not; pine would be 
cheaper than oak?—A. Yes. 

Mr. DonNELLY: They are not using much pine in these days. 

18799—2 
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By Mr. Senn: | BS byt 
€. Would the use of pine to-day be cheaper than the use of oak in 1913?— 
A. I will have to check that. I could not tell offhand. Be 
Q. A little while ago you gave a percentage of material used in a machine 
and in the total number of machines in comparison with the lumber that was 
used. That is this year or last year. Will you give the same comparison for 
the year 1913?—A. I am sorry, I cannot. a | 
The CHatirman: The lumber requirements of the implement industry to- 


day 


Mr. SENN: are less than they were. 

The CHairman: Yes. It must be used in crating largely, apart from 
wagons. 
Mr. Senn: It may be cheaper. 


Witness: Oak is one of the items of lumber which was cited by implement 
companies at an earlier investigation. 

Paint Materials—Price movements of the principal paint ingredients are 
frequently violent in character. This is particularly true of linseed oil which 
follows the flax market. The rise in linseed oil during the war was one of the 
sharpest on record, the 1919 peak average price for raw linseed oil at Montreal 
being 292 per cent above the 1913 level. Subsequent declines, however, reduced 
it by 1921 to 54 per cent above the 1913 level, which left approximately the same 
differential as in the case of the general index of wholesale prices. Since 1921 
there have been three cycles of rising and falling prices, each peak being lower 
than the preceding one. Thus the 1935 average price was less than 22 per cent 
above 1913 levels. 


By Mr. Donnelly: | 
Q. Have you got the comparison between the price of linseed in 1913 as 
compared with 1935, and flaxseed?—-A. Not here. 


By Mr. McLean; . 
, @. And you have not got it for 1929 either?—A. No. The price of linseed 
oil related to 1929 is shown in table 6. } 

Q. But Dr. Donnelly was asking about flax?—A. That can be obtained, of 
course. , 
€. It seems peculiar that oil should be higher in this year than it was in 
1929 because I do not think flax is higher during the past five months than it 
was during the first months of 1929?—A. No. AMA 

Q. The index is higher?—A. Yes. 

(). Flax must be a little lower than it was then?—A. I am almost sure that 
is true, but I do not think there is any questioning our linseed oil prices; they 
come from producing companies. | 

Q. Could you look that up with regard to the relative position of flax in 
1929—the earlier part—the crop of 1929 as compared with the crop of 1935 and 
the early months of 1936? There is a difference there of eight points?—A. Yes, 
I could. 

Price movements for red and white lead have been less erratic, but fluctua- 
tions have nevertheless been wide. The post-war peak average price was 140 
per cent above that for 1913 for both kinds of lead. Since then white lead has 
declined to a greater extent than red lead, and in 1935 the latter was still nearly 
49 per cent higher than in 1913, as compared with roughly 20 per cent higher 
for white lead. 

Both linseed oil and lead are commodities whose prices react readily to | 
international market factors. Price movements for linseed oil have been very - 
similar since 1913 in Canada, the United Kingdom, and the United States, 
United Kingdom quotations, however, have been relatively lower than in the 
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_ other two countries when compared with 1913 prices. This is illustrated by the 
: 


ee 
; 


1935 price index numbers for linseed oil, of 100 for the United Kingdom, 121-8 


for Canada, and 151-6 for the United States. Relative to 1913 levels, lead 


prices in the United States have beem higher than in Canada. 


Other Materials—aAs intimated earlier, only a few of the more important 
implement materials have been considered in any detail. There are a number of 
others, however, which deserve brief comment. Considerable quantities of scrap 
iron, for instance, are used along with pig iron, persumably in the manufacture 
of castings. A price index for No. 1 scrap iron mounted from 100 in 1913 to 279 
in 1918, but had dropped to 101 in 1922, and kept almost steadily downward to 
48-5 in 1935. Various types of steel sheet are also used extensively. Although 
steel sheets advanced more rapidly than merchant steel during the war, subse- 
quent declines- have been less extensive, and in 1935 hot-rolled and annealed 
steel sheet prices were about 30 per cent above 1913 levels. Cotton fabrics in 
1935 were also approximately 30 per cent higher than in 1913, although the 
more basic cotton materials have not shown so large an increase. Rates for 
electricity, an important item in fuel costs, have declined materially in the past 
25 years. Domestic rates are now 40 per cent below those of 1913, and there is 
reason to believe that commercial rates have been reduced correspondingly. 


WHOLESALE Prices or Propucts PuRCHASED BY THE FarMER—1913-1935 

Turning to compare the behaviour of farm implement prices with those for 
other products required by the farmer, wide differences are found in relation- 
ships between 1913 and 1935 price levels. Certain products which were more 
or less in experimental stages of mass production in 1913, are now materially 
lower in price than at that time. Rubber goods, rayon, electric light bulbs and 
gasoline are important cases of this type. Rope and binder twine are also 
lower in price than in 1913. The majority of commodities required by the 
farmer, however, have increased in price during the past twenty-five years, 
although in many instances the rise has not been large. Advances of less than 
25 per cent have been recorded for flour and other milled products, boots and 
shoes, lumber, cement, and paint materials. Increased between 25 per cent and 
50 per cent have been shown for cotton fabrics, furniture, hardware, and wire. 


_ Other products which have risen still more include tea and coffee, matches, 


farm implements, tools and hand implements, brick and chinaware. 
Then follows a final table which is table 2 in the appendix. 


PERCENTAGE CHANGE IN WHOLESALE PRICES FOR SPECIFIED FarM PuRcHASES 
Between 1913 anp 1935 


Item Percentage Change 
LT SICTS LAV 2 is he ae eI RR LO INADA URNS Maee ERY Ke — 3l 
‘LSA GH Gas HS GlU ACP at ag a | ot ONES MA ARCS OR AN — 28 
COG Dea 01 C12. a ee Papi RAT Oa aca 5 See — 15 
AGE LAYS (a HC SPOR FEAT oe ea hha ea nG Ra co aa — 6 
ded Sait RV Wete Sih {20 chem cipal ats lla Aa AT gly nea Re ae a + 12 
ENS Ma toe Pein ae ES kl Tp cee. OIG Mer) + 165 
Hlour-and* other: milled products i). 6) ke + 16 
COCO) ARS 2 Oe RMR ee ct any Ree Ingen Aga + 16 
Tein AVCHIG lee tes, aise Lue Peri x kee + 17 
LVTV any sails OBrien mE MCI oe OnE eR OV Oc + 30 
ROT PTAURICA Rt ou oY ace ie + 38 
wh a ese ae Ms, od RIDA is eg eam IR a ARORA + 44 
WRT OWES eer the te ha eee huaty me + 45 
1 inn clk ORG, SC ha! Was maaan ana Se La + 651 
SPE CTO ICTH ONG Site a Se et Me a SMe + 54 
eM ERE oer oly Sega Tee yet a om + 59 
Wonlstands Hand <briplements: 50s. 205 NN + 76 


* Retail prices. 
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By Mr. Coldwell: 


Q. There are a good many castings in some of these farm machines. Have 
you any figures to show the relative amount of pig iron and scrap iron used by 
the implement companies, because if the scrap iron has decreased so that it is 
only about half the price of 1930, and much of that is used, again we have a 
picture that is important 1n our consideration of the question of farm machinery ? 


—A. It is not a large amount. In 1934 it ran around, as I recall, $50,000. It ~ 


is not a big item, $53,000. I believe in 1935 it will be considerably nee and 
other amounts will be considerably larger also. 


By Mr. Cleaver: 


q@. I have one general question to ae Having in mind the percentage— 


the different types of material contained in agricultural implements, are you 
prepared now to give an over-all estimate or a summary of the percentage of 
‘increase in the cost of materials entering into agricultural implements?—A. No, 
I am not prepared to do that for the reason that the materials entering into farm 
implements are different—not that the materials are different but the propor- 
tions used are different. : 

The CuatrRMAN: Order, gentlemen, please. It is very difficult for the 
reporters to ‘hear. : : 


By Mr. Leader: 
Q. Yes?—A. I am not prepared to do that. 


By the Chairman: 
Q. Are there any other questions? 


By Mr. Ribichaud: 

Q. Summarizing your proportions would it be correct to say that the propor- 
tion of increase in price since 1913 is much greater than the proportion of 
. decrease in the raw materials entering into manufacturing?—A. As a straight 

statement, that is true. There are all sorts of qualifications. | 

Q. Your tables show that?—-A. Yes. 

Q. They do not include salaries and wages?—A. No. 


By Mr. Tomlinson: 


Q. Would the lowering of the cost of raw products used in farm implements | 


since 1929 cause any increase in the price of implements say in 1936? Would 
you venture to give an opinion on that?—A. On the lowering prices? . 


Q. Since 1929 the price of certain metals and raw materials has lowered? 


—A. Yes. 

Q. Would that cause an increase in the price of implements in 1396?.— 
A. It would be very difficult to say how such an event wile produce such a 
result. No, I should say not. 


By Mr. Macdonald: 
@. Iron and steel are some of the products entering into the manufacture of 
machinery ?—A. Yes. 
@. And the price of our machinery should fluctuate, every thing else being 


equal according to that?—-A. There should be some correlation. LHe efact.: 
remains that the machine companies did purchase a considerable amount of | 
fabricated metals; that is, ball-bearings, roller-bearings and all sorts of other — 
items which are a little more rigid than the basic materials. But there should eg 


some relationship. 
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_Q. Yes, there is no doubt about that, though we had some lumber, and some 
paint, and we had some textiles; but the main thing entering into the manufacture 


of the machine, by way of raw products, is iron and steel?—A. That is true. 


- Q. And as you say there should be some correlation, one with the other?— 
A. Since 40 per cent of the cost of the machinery is in materials I should 
think there should be some direct relationship. 


By Mr. Needham: 


Q. Would you say that farm machinery is dependent, just as any other lines 
of manufacturing are, on the purchase of the raw materials entering into the 
finished product for long periods ahead; and that the lowering of the price since 
1929 of raw material should keep the price of farm implements down even 
after a rise in the cost of raw material? What I mean by that is this; you see, 
take war prices, when the war started farm implements went up very slightly 
compared to other things?—A. Yes. 

Q. And then after the war was over other prices dropped but farm machin- 
ery still stayed up?—A. Yes. 

Q. And the answer given at that time was that these materials were ‘bought 


‘a year or two ahead and it takes so long to use up that material. There would 


be a lot better feeling if the prices of what the farmer has to sell and the price 
of machinery was to go up at the same time and come down at the same time. 
That is what I mean. If there could be some adjustment, say. But it is pointed 
out that raw material prices have been dropping since 1929. There is no 
justification for the price of farm implements going up now, on their own story ?— 
A. Not on the basis of raw material prices. No. 


By Mr. Leader: 
Q. Going back to table No. 1 just once again; is it fair to state that steel, pig 
iron and lumber comprise the principal content of farm implements?—A. They 


- would form far more than 50 per cent of the total. 


Q. Right. Then, taking the percentage of increase over the 1913 par value 
in your table No. 3, and adding these three items. it shows that the average 
increase in the cost of these three types of materials is just under 10 per cent?— 
A. Yes. 

Q. Whereas the increase in the cost of farm implements is 53 per cent. 
Would that be a fair basis of comparison?—A. Not quite, because steel and pig 
iron as referred to this table are basic materials, and the price of fabricated pro- 
ducts of iron and steel which the implement companies have to buy in some 
quantity have not been quite as flexible as is the case with the price of iron and 
steel, so that figure is too low. 

Q. It is too low?—A. Yes. 


By Mr. Donnelly: 
Q. In other words, they have been rigid for some reason or other the same 
as farm machinery?—A. Yes. 


By Mr. Dauglas: 

Q. You could not add the three together anyway. You would not have the 
same denominator. You would have to take into consideration the amount 
used?—A. Yes, that could be done. 

Q. Merely to add the two together now would not give you that figure ?-— 
A. No. 

Mr. Curaver: You will notice that there is very little difference in the 
purchases of these three. That is why I suggested that that might be a fair 
set up. 
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By Mr. Tomlinson: 


Q. Paint is a product which is largely used in connection with farm 


implements? | 

An. hon. Memser: They use lots of putty too to fill in the cracks. 

Witness: It amounts to about $100,000 out of a total of $3,600,000. 

The CuHairMAN: If there are no further questions, I am sure we are very 
grateful to Mr. Greenway for the information he has brought to us this morning, 
and that it will be of particular value to us as we continue on with this investiga- 
tion. We have no other witnesses to call at this morning’s session. We would 
like to meet again tomorrow if possible. I think Mr. McDonald, the auditor, 
will be ready with some material that he has prepared through his inquiry with 
the machine companies themselves. ae 

Mr. Taytor: We have taken into consideration material costs, are you 
going to have any evidence in regard to labour costs? 

The CHAIRMAN: Yes. 

Mr. Granam: That will come in tomorrow morning. 


Mr. McLean: Before we adjourn, Mr. Chairman. you do not. intend to 
print these charts, do you? | 


The CHarrMan: No, I do not think so. Each member of the committee — 


has a copy. 


Mr. McLean: Yes, but that does not help the other people who will be 


reading this evidence and who will not have them. 


The CHatrman: The committee will adjourn to meet again to-morrow 
morning at 11 o’clock. 


The committee adjourned at 12.35 p.m., to meet again to-morrow, May 15, 
1936, at 11 o’clock a.m. | 
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SUBMITTED BY MR. BANGS, DOMINION BUREAU OF STATISTIC 


FREIGHT RATES ON FARM IMPLEMENTS; RAW MATERIALS AND MANUFACTURED 
ARTICLES ENTERING INTO THE MANUFACTURE OF FARM IMPLEMENTS 


Tasue No. 1.—Distance TaBLe— 
Farm IMPLEMENTS 


Charlottetown. ... 


From 


% -To— ---- 
Miles Miles 
Wannipes... 2.5). :.5 1231 1, 266 
Brandon on eeu 1,364 1,399 
Workton. 3445.32" 1,510 1,545 
Eas Pe cx, 1,587 1, 622 
Saskatoon......... 1,744 1, 746 
Swift Current..... 1,739 1, 774 
Cera ray sh es; 2,054 2,089 
Edmonton........ 2,039 2,074 
aR Wa Cl Se a 247 286. . 
Montreal.:........ 334 373 
MONCTON: ces ee 945 983 
Ta aiiax. ae ee Bo. iPass a bg hf 
1,070 1,109 


Dominion Bureau of Statistics, 
Ottawa, May 13, 1936. 


Toronto | Hamilton| Brantford 


Miles 


1,291 
1,424 
1,570 


1,648 
1, 774 
1,800 


2,114 
2,099 
307 


394 
1,004 
1,193 
1,130 


Tasue No. 2.—Distance TasteE— 
Raw MATERIALS AND MANUFACTURED ARTICLES 


From— 


iLO 


Toronto | Hamilton| Brantford 


Miles Miles * 

Montreal West.... 334 373 
Paterktor taro us A is Daria py eet 
HE OPO BOS eee Hn WCE ae cig i239 
Brantiord yy. 220i 60 25 
OD MN Sar BU 58 31 
Chueh pn es. Mey eae 49 35 
Owen Sound...... 129 145 
Port Colborne.... 85 45 
Wellandsiac? ge 2 8 38 
North, Bay. 4 53))e5 218 256 
Peterborough..... Ke 117 
hindsay soit. 70 109 
Braeside: KS.) 245 285 
Parry Sound...... 149 187 
(Niagara Falls) 

Suspension 

PST e se SiN hs, 77 44 
(Bridgeburg) 

Black Rock..... 99 66 
Sarnia ie yao o. 170 135 
PAOD a ee te 69 


Miles 


eh Orie\. 6, Op reli) arp: 
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SUBMITTED BY MR. GREENWAY, DOMINION BUREAU OF 
~ STATISTICS 


GRAPHIC AND STATISTICAL APPENDIX TO PRICES OF CONSTITUENT COMMODITIES 
Usep By FARM IMPLEMENT COMPANIES IN RELATION TO WHOLESALE Com- 
MODITY PRICE LEVELS, AND Prickes or Farm Macuinmry, 1913-1936. 


‘Tasie I.—PRICE INDEX NUMBERS OF FARM IMPLEMENTS AND MATERIALS USED BY 
IMPLEMENT COMPANIES, 1913-1985 


(1913 = 100) 


Peak 


ee ey ee ) Se, So Sn 


Harm Implements, ioc. otis see. 100-0 | 201-5 (1921) | 166-5] 165-1] 161-4] 153-8 158-5 
Mild Merchant Steel Bars............ 100-0 | 204-4 (1918) | 115-2} 116-3] 109-0} 109-0 109-0 
Nest Poundry Pig Tron eos ko 100:0 | 275-2 (1920) | 166-5 | 128-2 | 120-1] 111-4 111-4 
Ree Walkin ber ees. uns, 100-0 | 295-8 (1920) | 215-5 | 128-5 | 105-7] 107-1 107-1 
Winte Dead iO rh.) eee ee 100-0 | 240-8 (1920) | 161-9 | 171-3'| 123-5 | 121-3 130-2 
Red Leadidry ones eae ey 100-0 | 241-0 (1920) | 160-0} 195-5] 141-9 | 148-8 152-9 
PAnseed Wil rawe ators. Sone ln aman 100-0 | 391-9 (1919) | 176-5 171-2 93-1) 121-8 140-0 


US. Ditumimnous Coalt io). oye ys 100-0 | 265-9 (1920) | 236-5 | 149-9} 134-6 | 158-8 165-5 


* United States price. 


Taste Il.—PERCENTAGE CHANGE IN WHOLESALE PRICES FOR SPECIFIED FARM. ! 
PURCHASES BETWEEN 1913 AND 1935 


Percentage i 


Percentage 

Item Ghatee Item Chanae 
EEN STON SENN San et ree a Lh — 31 PULDICUPS os ies a ON DAN ree eee + 30 
Eh ye (5 id Wh: 6°12 Ra enemy CCUM rte Dest Cher «eh ai — 28 Cotton Fabrics cone Law ener en +. 38 
Men aa bipers 02h Ga en Geer ats — 15 17 i ReNE aetna fey 0b rip cng Din et Pai Nan Se + 44 
MANIA TRE DO!) Ao Reha win eoemonnk tus — 6 PIAA Ware, uaa teen Ve Panola + 45 
Boots and Phoess oP ye Oe ea + 12 Briok (eo oa ee ee + 51 
TEATRO Re USE ASAE Bk to ING AR ge + 15 Barm Implements; 24 os SP Sb eee + 54 
Flour and other Milled Products....... + 16 Tea’ Coflees etext vii Poaceae ae + 59 
[oa 5 125 08 RUM ASS AgERer NSS (UNM MOO MRA Ee + 16 Tools and Hand Implements........ + 76 

PoaintiMiateriaisok ssp ys cua arene roe, + 17 


TasLe III.—FREQUENCY DISTRIBUTION TABLE OF WHOLESALE PRICE CHANGES, 
1926-1933 


(Indicating the number of months in which prices changed out of a possible total of 95. The shy 
hand column shows the number of commodities, and the left-hand column the number of chauges.) 


Number of 


Number of 
Frequency Intervals Canned ities Frequency Intervals Commisditics 

Qe Ania vete Snete ara Cl eas pce 54 DO OA nig i irae Ea 13 
ATU Ue CALTON OE a ane a ae tu abana Sth 91 is Fook: MiMi A RRR RS TR, eA ONE ay A 16 
SUIS ashlee aie Pace A Ni Ny cel 47 GO OE UH UN eR eau 16 
LVighote Garren aye aC pment Mensa NC i 39 65 COR Sirsd wi pre cuaies guabeees 16 
OUD Me i aT Gl OM Reig tt UN 2 AML ad 39 Pye Mee PAL aD Cam ins See 0). 12 
oT ty 4. | ENTS Rg Os DRE ate aH ACC 29 Yi Beds MEN ee tr rere ied ik 9) AG 8 
ORAS Al OCH Ce die City Bac Ui ar ie ae NE 21 +1 Bier: <: are gar iN eC aD ACB, Sova 20 
ESM AUPE Said ui munose ov lang Mee Ga ee ce 17 Js teat ss merece MeMuSL ME AM ul: PE ps) CA baie 16 
CU iart: ©. Ges NM eo MAMI ce sere COM A 21 90 OG et ao Rie ee ee 60 
BO AO eth et ay Bl sia deraa tee mn Alen 11 

546 
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Tastes IV.-WHOLESALE PRICE INDEX NUMBERS FOR “RIGID” AND “FLEXIBLE” 
COMMODITIES, 1929-1935 


1929 =100 

wo dL AB gi sale lA OK Be SAUD DMs WT al ai WAS AOE Fa AEE pce GEA, IS 
a 54 ‘‘Rigid’’ | 45 ‘‘Flexible’’ aa 54 ‘‘Rigid’”’ | 45 ‘‘Flexible”’ 
Commodities| Commodities Commodities} Commodities 

ROG te eas icin 100-0 100-0 Gas cela 94-1 Bit 

, OSD ee ey eee eee 99-4 76-3 D8 SY Bes ear NO aay ited 94-6 63°3 

2 42 Nye OO ee eS 96-0 52-6 TOS eae needs 94-4 63-2 

TOS Se oh See ote ates 95-1 47-3 


Taste V.cINDEX NUMBERS OF WHOLESALE PRICES OF PIG IRON, 1913-1935 


1913 =100 
Se Sn 
(a) (b) (c) (a) (b) (c) 
Year Canada United United Year Canada United United 

States Kingdom States Kingdom 
MODS ers eat 100-0 100-0 100-0 LOD Bee 141-1 130-3 110-9 
LOC AIR Nee 93-2 86-9 87-5 TORO Be eee: 138-2 124-4 133-0 
POLO MSG es Bee 6 102-2 92-1 105-9 ODA ee oR 127-1 119-3 112-2 
LOR Gare 129-4 139-4 137-6 1928 Ween 123-3 112-1 100:9 
pL 9 be Ae 4 a DR 247-7 254-5 148-0 1.) BR 128-2 119-9 108-2 
TOSS oa 248-2 214-0 153-5 POS Oe ies 120-1 118-3 102-7 
TOTO oy oa 198-6 181-7 200-7 LOSE see 120-1 109-1 86-6 
TOO ee rs 275-2 259-5 276-4 OBIE, 120-1 99-9 73°3 
DN ee ra cu bate i Waser 147-5 195-6 1h 111-4 106-6 88-0 
POD A tains 166:°5 161-3 142-8 WOS4 rN 111-1 119-4 104-7 
1 MY PASAY aiovche tals ce 172-6 169-1 158-2 AOS Hee Ne 111-4 122-6 105-4 
bh 2. ae hale 143-8 135-9 124-i 


(a) Pig Iron, foundry No. 1, Price per gross ton, carlots, f.o.b. sellers’ works. 
(b) Pig Iron, Bessemer, delivered Pittsburg, average price per long ton. 
(c) Pig Iron, Foundry, Cleveland No. 3, price per gross ton, at London. 


Taste V (Con.)—_INDEX NUMBERS OF WHOLESALE PRICES OF STEEL BARS, 1913-1935 


1913 =100 
ae a an 
| (a) (b) (c) (a) (b) (c) 
Year Canada United United Year Canada United United 
States Kingdom States Kingdom 
LONG te ea 100-0 100-0 100-0 TOD Bat ye eS), 128-6 130-3 129-2 
(Ul Ae 83-5 74-4 97-5 1926 lee 118-7 128-9 121-8 
nO Rs ie a 98-4 84-8 122-7 LOQT a a cue 117-5 118-5 128-6 
WO RGR ec cere: 118-0 172-2 161-8 PODS iy eeu | 116-1 120-8 128-8 
TOU Sere es 204-4 234-3 161-1 1 PAU iba Li 116-3 124-3 129-4 
Die hats. Gee _ 208-8 186-8 163-4 POBOER ae 113-5 110-4 128-8 
TOTO hae os 174-6 161-1 199-2 PORT 109-0 104-9 124-1 
10205446 2). 197-4 207-8 293-4 1S) RU a, ae 109-0 101-9 99-2 
0 EI, oR 169-0 120-9 208-0 AOS te Ae 109-0 105-8 114°3 
: ity Be ares 115-2 111-2 129-4 LOBd ants is 109-0 116-7 427-1 
LJ A a 139-8 152-2 137-5 TSS vise ees 109-0 117-1 130-5 
be ay A ee 151-6 141-9 127-4 i ; 


(a) Mild Steel, merchant bars, price per 100 pounds, carlots, f.o.b. plant. 
(b) Steel, merchant bars, Pittsburg, average price per 100 pounds. 
(c) Steel Rails, price per ton, at London. 


150 | STANDING COMMITTEE 


Taste V.—Con.—_INDEX NUMBERS OF WHOLESALE PRICES OF COAL, 1913-1935 


1913 =100 
Year (a) Canada| (P? tiie enpdoes Year (a) Canada| (>) ee Pree 
OTe eisciors Sule 100-0 100-0 100-0 1g! 21 tee Ra a 227-3 154-4 149-2 
NAC Be Spee ae Pan 100-0 100-0 95-4 SE a 221-2 164-2 146-0 
AOR Ee Re AAD alan a 100-0 101-0 143-3 LIS Del pe th ea A 218-1 164-7 133°1 
ATO Se Ne 100-0 121-6 227-1 POZE So eek 218-1 153-7 113-2 
ES CPO aioe) 118-2 208 -3 255-0 POY icin 218-1 149-9 124-0 
ROS re nosis 152-4 176-5 287-3 POSO cc ee 218-1 146-8 120-2 
DO Sis oo 174-5 186-7 441-2 POOL ye Lyte 218-1 138-9 116-7 
LOO ss aeigs ate 211-1 265-9 629-5 IN BP ARINOS BAS 2a 211-5 134-6 98-3 
ROBT ee aie aan 254-5 207-2 258 -4 FOGG peti 190-9 136-0 113-2 
BO lon a 221-2 236°5 150-7 LISS aaa 2) 190-9 155-2 123-3 
TODS iss uele oS 227:°3 195-8 169-7 BORD van ee 190-9 158-8 123-3 


(a) Coal, domestic, run of mine, price for small lots per net ton, f.o.b. mines, Nova Scotia. ~ 

(b) Coal, Kanawha, run of mine, f.o.b. Cincinnati, per short ton—from 1913- 1926, spliced from 1926 
to 1935 with the U.S. Bureau of Labour Statistics composite price of bituminous coal. 

(ce) Coal, Bituminous, second A, Cardiff, f.o.b. South Wales, per gross ton. 


a 


TasLtE V.—Con.—INDEX NUMBERS OF WHOLESALE PRICES OF LINSEED OIL, 1913-1935 | 


1913 =100 
one (a) Canada ye pe (c) United ae (a) Canada ee United | (c) United | 
ates Kingdom States Kingdom 
DOTS Ue Ma Ne 100-0 100-0 100-0 MORO. ge cit 209-0 224-2 174-1 
TOUB Sade 101-8 108-1 100-0 PO Gi icc a 172-1 180-6 127-8 
DONO Ghee iar 125-2 121-0 118-5 1 a7 Dee 161-1 169-4 127-8 
POTG sexy te tes 165-3 161-3 163-0 BODS Ges ey 142-7 161-3 118-5 
BOUT. eats 236-6 238-7 224-1 1 RR RN 171-2 198-4 142-6 
WOU ie ea fe 317-1 343-5 272-2 ISO ss 173°8 201-6 146-3 
LOL Oe 391-9 380-6 344-4 |] 19381......... 110-7 135-5 68-5 
GO ae eins te 359-0 314-5 298-1 BS Mie sai 93-1 101-6 57-4 
MODE a ees 154-3 150-0 114-8 TOSD VEN 112-0 146-8 79-6 
LOD ae ene 176-5 182-3 146-3 19340. se 130-8 151-6 | ~ 88-9 


(a) Linseed Oil, raw, price per gallon, 6 to 10 barrels, at Montreal. 
(b) Linseed Oil, raw, price per pound, at New York. 
(c) Linseed Oil, raw, price per ton, at London. 


Se 


AGRICULTURE AND COLONIZATION 151 


Taste V.—INDEX OF WHOLESALE PRICES OF OAK, 1913-1935.—Concluded 
7 


1913 =100 
Year (a) Canada eee Year (a) Canada b) Mea 

Aaa eetreia etree tate he ea 10020 100-0 BOR Nin Maa ee oa tee ke 157-1 170-7 
PE! Patra Seo ek ic a wo Mars 92-9 89-4 BOQ GAO Caria ateeeon Ze etal hes Lay av 178-5 
oat SEL Bie ea ae gis i ie 82-9 85-4 DO uate ab btinuniese a 150-0 172-0 
My tate ee A Ni ke DER by 87-0 91-9 ROB S Tere is Utne 132-2 160-0 
1 EO Niet Wages cent Be a re 96-7 106-9 SG ONS URI clas vney ae) Athi neal 128-5 155-8 
gL) HLA Racett eteuheae hey hea ae SP 115-5 124-3 WEL STUDS ON a MP es A 193°2 140-9 
TC Re ae i Ayah 2 i hee eas dies 176-8 181-7 _ 0109 Fai aS a aie EN Che UL Mt ME 111-8 125-2 
PA aoe ke re ee ee 295-8 350-2 12 SAUNA estas: COMO ID 105-7 112-6 
ROSAS Chae Sante She a ene ine ee 218-5 159-7 POSS ep ee MOT Gam 107-1 121-1 
LORD Stee Owns he Mopars pts 215-5 182-1 TOS Sap Wink aye cea a Lia 107-1 132-8 
“bv ai eben ett MLTELIRE foal es un 206-0 193-4 LOS Dunstan eta eo a rea Aa 107-1 120-3 
Pe) arpa weer tay ae eh Jere 167-9 172-8 


(a) Oak, red, plain firsts and seconds, price per thousand board feet, carlots, f.o.b. Toronto. 
(b) Oak, white, plain, 4/4 No. 1 common, Cincinnati, average price per thousand board feet. 
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OTTAWA 
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PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 


1936 


MINUTES OF PROCEEDINGS 


Fripay, May 15, 1936. 


The Standing Committee on Agriculture and Colonization met this day at 
11 o’clock a.m. 


The Chairman, Mr. W. G. Weir, presided. 


Members Present:—Messrs. Bertrand (Prescott), Bouchard, Boulanger, 
Cleaver, Coldwell, Donnelly, Douglas, Evans, Fontaine, Furniss, Gardiner, 
Golding, Graydon, Johnson (Lake Centre), Leader, Lennard, MacKinnon, Mac- 
phail (Miss), McLean (Melfort), McNevin (Victoria, Ont.), Mitchell, Mother- 
- well, Needham, Perley (Qu’Appelle), Robichaud, Senn, Spence, Stirling, Thorson, 
Thompson, Turner, Ward, Weir. 


In attendance: Mr. Walter Macdonald, C.A., auditor for the Coutts 


The Chairman informed the Members of the Committee that the meeting 
was called for the purpose of having Mr. Walter Macdonald, C.A., present a 
report on the work of the auditors in relation to the investigation of the Com- 
mittee up to date, namely: the causes underlying the higher prices of agricultural 
implements. 


Mr. Walter Macdonald was then called, read his report, and was questioned 
~ thereon. 


The hour being 1 o’clock, the Committee adjourned to meet at 3.30 p.m. this 
date. 
AFTERNOON SESSION 
The Committee resumed at 3.30 o’clock p.m., the Chairman presiding. 


Members Present:—Messrs. Bertrand (Prescott), Bouchard, Cleaver, Coch- 
rane, Coldwell, Donnelly, Douglas, Evans, Fontaine, Furniss, Gardiner, Golding, 
Graydon, Hayhurst, Johnson (Lake Centre), Lalonde, Leader, McLean (Melfort), 
MeNevin (Victoria, Ont.), Needham, Perley (Quw’Appelle), Reid, Robichaud, 
Taylor (Norfolk), Thorson, Turner, Ward, Weir. 


Mr. Walter Macdonald, C.A., auditor for the Committee, resumed his report 
left unfinished from this morning’s session. 


The Chairman presented Table No. 1, prepared by Mr. Rutherford of the 
Dominion Bureau of Statistics in answer to questions asked by the Committee. 


Ordered that said Table be printed in the record. 


Committee then adjourned to meet again at the call of the Chair. 


WALTER HILL, 
Clerk of the Committee. 


18910—14 


MINUTES OF EVIDENCE 


House oF CoMMoNS, 
Room 231, 
May 15, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed — 
to inquire into the prices of agricultural implements met at 11 o’clock, Mr. Weir, 
the chairman, presided. 


The CHAIRMAN: Gentlemen, I think we have a quorum and we shall now 
proceed. We have asked Mr. Macdonald who is acting as auditor for the 
committee to give us a summary of progress made and to give you a greater 
. amount of detail with respect to the information that he is asking for as auditor. 
We are doing this so that the committee may be completely informed as to the 
steps that have been taken. I think Mr. Macdonald’s presentation to you this 
morning will be of considerable value. His report is in sections and I would 
suggest that you allow him to read each section first, and then if you wish to 
question him regarding that particular section you may do so when the section 
is presented. Now may I introduce to you Mr. Walter J. Macdonald of Miller, 
~ Macdonald and Company, Winnipeg, chartered accountants. 


WALTER J. MACDONALD called. 


WirTness: May I just say what I have to say to-day is really comprised of 
a statement or digest of the material that was available to the royal commission 
of 1934. It is really from that basis that I started. That will be evident to you 
as I read through what I have to say. This brief is addressed to the members 
of the committee, and is as follows: 

In Mr. Graham’s report to you under date of March 9, he made the follow- 
ing statement: 


Mr. Macdonald has given particular attention to the work of the 
Royal Commission on Price Spreads and Mass Buying in 1934-35 in so 
far as it related to the farm implement industry, and particularly to the 
report of the auditors of the commission, Messrs. Clarkson, Gordon, Dil- 
worth, Guilfoyle and Nash, Chartered Accountants of Toronto. 

From the printed evidence it appears that the scope of the inquiry 
by that commission was limited to the consideration of that report, 
coupled with examination under oath of the auditors and of the repre- 
sentatives of one large maunfacturer. 


That was the section that was referred to in the preliminary report Mr. Graham 
submitted to you. The report is dated March 27, and was submitted to you a 
few days later. Through the instrumentality of the Minister of*Trade and 
Commerce and with the co-operation of the auditors all the data accumulated 
by questionnaire or otherwise, in the course of the inquiry as it affected the 
farm implement industry has been made available to me and I have been able 
to consider the value of it to the inquiry now being conducted by your com- 
mittee. 

It is the wish of your chairman that I should review the information avail- 
able from this source i.e. the records of the Royal Commission on Price Spreads 
and Mass Buying of 1934, indicate the respects in which it is adequate or 
inadequate for your purpose and to what extent it must be added to by 
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questionnaire. In so doing I will endeavour to indicate the relationship of the 
various questions asked to the main purpose of the inquiry and, in some cases, — 
how the information sought, may have to be co-ordinated with that obtained | 
from other sources. 
May I, at this point, disgress to point out the sources from Stich your 
committee will ultimately have information on which to base its findings. 
These are, as I see it, as follows:— 


1. Information available through the work of the Royal Commission 
on Price Spreads and Mass Buying 1934-1985. 

2. Additional information requested from the principal companies in 
the industry by questionnaire on April 8, 1936. 

3. Information statistical and otherwise now being placed before you 
by departmental officials of the government. 

4. Information available fone the provincial governments. 

5. Information from individuals or associations who may wish to 
appear or to make statements before you. 

6. Information available from the United States. — 


_ As your chairman has indicated, there is an inquiry projected in the United 
States and proceeding more or less concurrently with your own. 

The submissions already made, or to be made, by officials qualified to set 
forth the position of agriculture and of the agricultural implement industry, in 
the economic life of Canada will be followed by submissions in connection with 
the following phases which have perhaps a more direct bearing on mages i? 
costs and prices. 

Of these you have already heard Mr. Bangs speaking on freight and Mr. 
Greenway who yesterday spoke on price trends of the principal raw materials 
used. I was not here yesterday, but I read over the paper and I thought it 
was a very excellent one and had a bearing on what this committee has to con- 
sider. You heard Mr. Losee give an analysis of the factors in the selling value 
of the products of the industry at the factory. You have yet to hear submissions 
on tariffs, excise and sales tax. The information contained in these latter sub- 
missions, showing as they will the statistical trends within the industry must 
furnish the yardstick by which the questionnaire information supplied by 
the companies can be measured. I give some instances of this later on. 
When so measured, any substantial discrepancies observed in the material 
supplied by the companies will require to be investigated. Now, as to the 
general trend of the 1934 inquiry: The trend of the inquiry made by the 
commission appears to have been largely along three main lines. ! 

@. The Price spreads?—-A. The inquiry by the Royal Commission, yes. For 
brevity’s sake, I have called it the Royal Commission all the way through. When 
I use the words “Royal Commission” it means the Royal Commission on Price 
Spreads and Mass Buying. To give the whole name takes considerably longer. 

The trend of the inquiry made by the commission appears to have scr 
largely along three main lines: 


1. The reasonability or otherwise of the “spread’’ between factory — 


cost and sales price to the consumer, hanes = some study of distribution 
and accounting policies. 

2. The adequacy or otherwise of the waves received by the em- — 
ployees. — 

3. The extent, if any, to which stock dilution had oceurred in the 


capitalization of the interested companies. 


The Commission did not make inquiry into cost of production except in a 3 


general way, nor did it approach analysis of distribution or sales costs, from the 
angle of your inquiry. | 
[Mr. Walter J. Macdonald.] 
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Q. When you say the commission approached the subject of costs of pro- 
duction in a general way, what do you mean?—A. I can show you that just a 
little later. In each case, I have touched on what was available from the Royal 
Commission and in what respects it was adequate or inadequate and then later 
what information we have had and in what respect we have had to supplement 
it. That, I think, will answer Mr. Thorson’s question. 

The commission did procure figures over the period 1913 to 1934 in which the 
companies show that in certain typical implements 


(a) Material costs had increased materially. 

(b) Labour costs had also increased. | 

(c) More particularly that factory overhead and administration expense had 
risen by much larger percentages during that period of approximately 
21 years. 

The commission specifically excluded the export business of the Massey- 


Harris company from the purview of its enquiry, although that company during 
the period reviewed sold from 60 per cent to 80 per cent of its output in markets 


— outside of Canada. | 


Q. Did the Royal Commission not go into the export business at all; did they 
not consider it?—A. Practically not at all. 

Q. As a factor?—A. They confined their inquiry to the industry within 
Canada; they were chiefly interested, as I say, in the study of the relationship 
of the spread between cost and the selling price to the consumer. To put it 
another way, it would seem—I am speaking of the price spreads people—that 
they approached this inquiry from the same angle with which they approached 
the Eaton and Simpson concerns, and they inquired chiefly into what the markup 
was. 
 Q. The price spread?—A. Exactly; they were chiefly interested in the price 
question. 


| By Mr. Senn: 2 
Q. They did not go into the export business?—A. Not at all, and of course, 
the Massey Harris did the most of it. 


By Mr. Thorson: 

Q. They went into an analysis of the cost of production?—A. It really was 
not very much of an analysis of the cost of production, except in a general way. 
It did have the companies submit figures which showed the factory cost of a 
given implement at the door of the factory and they looked over the figures 
that were submitted, discussed them in a general way and asked the auditor 
for certain information regarding them, and as I had that basis— 

Q. They were more concerned with the spread between the factory cost and 


what the consumer paid?—A. And the price the consumer paid, yes. If you wish 


further information on that I can give it to you from page 8 of the auditor’s 
report, but I do not think it is essential at this time. 

Q. What does it say?—A. Chiefly what I have said to you. They say 
this:— 

The foreign business of this company (Massey-Harris Company) 
is so large that it overshadows the business done in Canada and an 
attempt has been made to include in the statement the Canadian business 
only. This has required an adjustment excluding from the operating 
results the foreign sales and expenses applicable thereto, and while the 
results may not be entirely accurate they are sufficiently so for the pur- 
pose of the statement. | 


That is what they say about it. 
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By Mr. McLean: 


Q. The foreign business entirely overshadows the domestic?—A. I will 
come to that a little later. I will complete that picture, if you like. This is all 
introductory and I think it is necessary for the committee to get that picture 
completely in order to evaluate the evidence that will be submitted to it. I am 
speaking as if I were a member of the committee. That is the way I should 
like to see it if I were a member. 

The findings of the commission may be epitomized as follows:— 


(a) That it is desirable to provide a fair deal in implements for the farmer 
without making any more precarious the continued existence of the 
manufacturer. | Ghat 

(b) That the present system of distribution is (1) rigid and (2) expensive. 
Trial of the American system is suggested where competent and finan- 
cially responsible dealers can be found. 


By Mr. Thorson: 


@. What proof was there for those findings that the present system of. 
distribution is rigid and expensive?—A. Well they generally say compared 
with the American. I would not be prepared to say on what basis they formed | 
their conclusions. Mr. Senn perhaps can tell you that. . 

Q. They did come to that conclusion?—A. They did draw that conclusion, 
yes. | : 
Mr. Senn: We did go into the distribution costs and made quite a study 
of them and it was found that distribution costs were very high compared with 
production costs. | 

Witness: That is true. I shall come to that later on. 


Mr. SENN: We were told in evidence by the companies that the cost of 
distribution was high. 


The Cuairman: The figures used are the costs at the door of the factory 
as compared with the cost to the farmer. The price was nearly double that of 
the factory price. 2 

Mr. Senn: In some cases yes, more so in later years when the volume of 
sales was small. : 


WITNESS: 


(c) That the carrying of large parts inventories at many points has 
necessarily had its effect on prices. , ee 

(d) That standardization of parts could be considered with advantage. 

(¢) That the productive capacity of the plants is over-adequate for the 
normal needs of the industry and that idle plant expense as an item 
of cost has had its effect in the maintenance of high prices. 


By Mr. Thorson: 


Q. I suppose that is what the commission meant by a state of imperfect 
competition?—A. Presumably, yes. ‘ 


(f) The solution of this problem may come from external sources—a return 
to more normal demand through the increasing purchasing power of 
the farmer—or it may come from internal sources—a winding-up or 
recapitalization of one or more of the manutacturing companies. 


In a word, it did not interest itself in a very comprehensive study of the factors 
which enter into factory cost, thus the information available to it was unsuit- 
able for use by the present committee:— 


(a) As to period covered. The Royal Commission limited its inquiries to. 


the years 1929 to 1938, with occasional reference to the previous five 
-[Mr. Walter J. Macdonald. ] 


f 
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years and with some study of costs and selling prices as between 1913 
and 1934. Your committee starts with 1913 and covers the intervening 
period to 1985. 

(6) As to subject matter inquired into. The Royal Commission did not 
cover in its auditor’s questionnaire such items as (1) raw materials; 
(2) plant; (3) factory costs. Your committee must cover these items 
as so done in its questionnaire. 


@. You say there was no attempt to break up the factory costs into its con- 
stituent elements?—A. No, excepting in regard to typical implements and I 
shall place before you one of those sheets which show the trend in this typical 
implement. Actually there were six implements of the International Har- 
vester company and nine in the Massey-Harris Company. They simply exam- 
ined the trend in these implements. The report of the auditor segregates the 
industry into seven groups. The first group consists of the large manufac- 
turing plants, Massey-Harris Company, International Harvester Company of 
Canada, Limited, Cockshutt Plow Company and Frost and Wood Company. 
These four companies during the period 1924 to 1930 produced approximately 
75 per cent of the total sales of farm implements reported by the companies 
which replied to the questionnaire. Later on in the proceedings the auditors 
were asked what proportion of the industry that represented, and they said they 
thought about 90 per cent. From the statistics I have seen since, I think that 
was about right. So that these four companies produced 75 per cent of the 
sales of the companies that were reported to the Royal Commission, and these 
latter companies represented 90 per cent of the industry. That is a pretty 
fair proportion. It should be noted that the International Harvester Company 
in the years 1924 to 1929 and 1930 manufactured in Canada 50 per cent of its 
Canadian sales, the remaining 50 per cent being imported from the States. 


By Mr. Johnston: 


~ Q. What years?—A. 1924 to 1930 approximately. In the more recent 
years this percentage has greatly increased and at times has been as high as 
80 per cent, I am told. 


By Mr. Coldwell: 


Q. Eighty per cent imported?—A. Eighty per cent manufactured in 
Canada. | 


By Mr. Thorson: 


Q. Eighty per cent of its Canadian sales were manufactured in Canada? 
—A. Yes, exactly. The next group they considered were eleven small com- 
panies with an output averaging $50,000 to $600,000 per annum. Then there 
is a group not wholly given over to the manufacture of farm implements. They 
consist of the DeLaval Company of Canada which manufactures cream separ- 
ators, the Ontario Wind Engine and Pump Company and the Sawyer-Massey 
Company Limited. , 

Canadian subsidiaries of United States manufacturers are the next eroup. 
These are where the United States companies have formed separate Incorpora- 
tions in Canada, but as far as can be determined, none of those’ companies 
manufacture very much. I should like to have the reporters transcribe the 
full names of these companies, I have just indicated them by short title as I 
thought it would save time. 


By Mr. Ward: | 
Q. These two companies just assemble?—A. Yes, presumably these are 
assembling companies. , 
Wirness: In connection with these two companies perhaps I should give 
you the picture a little more fully. The John Deere Manufacturing Company 
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Limited has three Canadian incorporations; the first is the John Deere Com- 
pany at Welland, Ontario, the second is the John Deere Company, Winnipeg, 
and the third is the John Deere Company at Regina. These three companies 
are the means by which they operate in Canada and I think they are largely 
re-sale companies. I do not think they manufacture to any extent at all, 
except that they did for some years at Welland. 


By Mr. Golding: 


Q. Was there any reference in the Price Spreads report to the number of 
employees in the John Deere plant at Welland?—A. Yes, there was. 


Q. Have you'got that?—A. I might be right and I might be wrong. This 


report is about 60 pages long, and I will get it in just a minute for you. No, 
there was no reference. I think it must have been a fairly small plant, other- 
wise it would have been included. In going through the material I think I 
did notice that there was a small pay-roll at Welland, but it was so small as 
not to be worth bothering about so far as this committee.is concerned. 
Group 4.-—Canadian subsidiaries of United States manufacturers: 
John Deere Manufacturing Company Limited; The Minneapolis-Moline 
Power Implement Company. i | 
Grovur 5.—United States Companies selling their products in Canada: 
J. I. Case Company, of Racine, Wis.; Oliver Farm Equipment Company. 
Group 6.—Catalogue and Mail Order Houses: The: T. Eaton 
Company, Limited; MacLeod’s Limited, Winnipeg; D. Ackland & Son 
Limited, Winnipeg. 


Group 6 indicates principally the mail order houses, chiefly in the binder 
business. In connection with the Eaton Company there was some evidence 
that they were using binder canvases as loss leaders for some years.  ~—- 

Group 7 were the jobbers, of which there was only one, P. T. Legare 
Limited; which I am told has since gone into liquidation. 

If you have a copy of report No. 1 of the proceedings of your committee 
you will find at page 21 the interim report of Mr. Graham. In this report 
you will find index which may be helpful to you in following this material 
as I go along. . 

I shall deal with the subject matter in the sequence and under the captions 
used by Mr. Graham in his initial report to you of March 27, I suggest that 
you allow me to proceed to the conclusion of each section before offering questions 
on points which I have not made clear but I think it will assist in appraising 
the information I am laying before you if we consider first the introductory 
section of the auditor’s report in relation to the purpose of your committee. 

It is pointed out therein that the selling value of farm implement production 
in Canada was in 1926, 1,178 per cent of the Canadian total whereas in 
1932 it had declined to .259 per cent of the Canadian total. | 

Also that the relative position of production exports and imports for the 
period 1925 to 1932 summarized briefly is as follows:— 


"Selling value of production at factories 8 yrs... ..$232,000,000 


EXports 2. ieee eee eect eee tent eens 102,000,000 
Selling value of production available for Canada.. 130,000,000 
Imports (chiefly from the United States)...... 158,000,000 
Total available for Canada...... RN teem oe 288,000,000 


By Mr. Thorson: 


Q. That is for the period of eight years?—A. Yes. 
Q. That would average $36,000,000 a year?—A. Yes. 
[Mr. Walter J. Macdonald.] | 
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- Wirness: The three largest companies in the industry, i.e., the Massey- 


Harris Company, the International Harvester Company of Canada, and the 


Cockshutt Plow Company with its subsidiary Frost & Wood, during the period 
reviewed accounted for approximately 75 per cent of the total sales reported 
to the auditors. In this respect the International Harvester Company was the 
predominant factor, accounting for upwards of 40 per cent of the total. 
That is referred to on page 4023 of the report of the Royal Commission. 


By Mr. Coldwell: 

Q. Mr. Macdonald, you gave the figure of the value of farm implements 
available in Canada, have you any figures showing the retail price of these 
implements manufactured in Canada by these companies say in 1929?—-A. Yes. 

Q. Are you putting that on the record?—A. As a matter of fact that 1s 


why I referred to the place where this is shown. It is in the report of the 


Mass Buying Commission, but I can get it more readily from the report of 
the auditors. 

Q. I do not want it now, all I wanted to know was if it would be coming 
later—A. I think you are interested in that, it is quite an essential’ figure. 


The production figure was $40,000,000, of that amount $16,000,000 went 


for export, leaving $24,000,000 for Canadian consumption. And there was 
$40,000,000 imported from the States. 

Q. Making a total of ?—A. $64,000,000. 

Q. That is the value at the factory?—A. Yes. 

Q. That is not the retail value?—A. No. If you want further information 


on that you will find it set out in detail in the Mass Buying report. 


Q. That would be the factory value. I would like to have the selling 
price value as well?—A. It is pretty hard to get that because it might not 
have been sold for three or four years afterwards, particularly referring to 
1929. In other words, one of the companies might have been producing heavily 
in 1929, and then might not have been able to get rid of their stock. 


By Mr. Thorson: | 

Q. In 1929 the factory price was $64,000,000, but the average for the 
years from 1925 to 1932 was $36,000,000?--A. Was only $34,000,000. 

Q. But the 1925-1932 average was $36,000,000’—A. The average was 
$36,000,000. In 1929, that was the peak year of production, it is interesting to 
note this that the peak year of production was not by any means the peak » 
year of sales. Just to give you an idea, 1928 was the biggest year for sales, and 
production amounted to only $55,000,000. The next year’s production amounted 
to $65,000,000 available for sale, but sales were down as compared with 1928. 
It is obvious there was a trend to over-production in 1929. 


By Mr. Golding: 
Q. From what data are you quoting there when you speak of 1929 being the 
peak?—A. The peak of the period taken under review by the Royal Commission, 
1925 to 1932, 


By Mr. McLean: 
Q. In what year did you say sales were away down and production was up?— 
A. 1928 was the peak year of sales in practically all of the companies, but 1929 
was the peak year of production value. 


By Mr. Golding: 
'Q. They had a lot left on their hands?—A. Exactly. 
Witness: The Massey-Harris Company followed with a production slightly 
in excess of 20 per cent, and the combined operations of Cockshutt Plow Com- 
pany and Frost & Wood accounted for upwards of 12 per cent. 
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Obviously the International Harvester Company are the largest sellers of 
farm implements in Canada and it is noted too from the evidence of Mr. C. R. 
Morrison, president of that company, that it occupies a corresponding position 
in the United States; the words he used were as follows: “I would not say 
that they accounted for 50 or 60 per cent but they account for more than any 
other single company.” . 

On the other hand, only a relatively small proportion of the business of 
the Massey-Harris company is in the Canadian market, fluctuating from a high 
in 1928 of 40 per cent of all their sales to a low of 31 per cent in the years 1929 
and 1932, or an average of about one-third. aes 

I think perhaps it is desirable for me to stop there just a moment and tell 
you that I was particularly interested in the evidence of Mr. Bangs. Looking 
at the North American continent as a whole there ‘are two centres of production in 
Canada, Toronto, and Hamilton and Brantford; and in the United States the 
district around Chicago and Racine, with a little in Minneapolis; and the freight 
rates from Toronto-Hamilton-Brantford to Winnipeg are substantially the 
same as they are from Chicago-Racine to Winnipeg. 


By Mr. Perley: 


Q. How about Minneapolis?—A. Minneapolis, of course, would be less. I 
do not just know about that. 


By Mr. McLean: : 

Q. Milwaukee would be higher?—A. I am not quite sure about that. It. 

is interesting to see the two fields of production, and their relationship to the 
Canadian market. | : 
Wirness: The interest of the International Harvester Company of Ganada 
Limited, and the Cockshutt-Frost & Wood in the export market is a much smaller 
percentage of their total sales than is the case with the Massey-Harris company. 


By Mr. Thorson: , 
Q. Have you any information as to what the trend has been in the United 
States?—A. We will have that when we receive the replies to our questionnaires. 
That information will be given in detail. | gues 
The Cuarrman: That information will be given in detail when the com- 
panies appear before us. 


By Mr. McLean: 


Q. Does that include the Massey-Harris importations to this country from 
‘heir American plant?—A. I would not be prepared to say that, that point . 
was not covered. 

Witness: Dealing now with the investments of these three companies in 
the industry at the close of the 1933 fiscal period it shows. the International 
Harvester Company with approximately $26,000,000 invested in their Canadian 
company while the Massey-Harris company showed $22,800,000. The combined 
investment of the Cockshutt-Frost & Wood interests on the same date was 
$15,700,000. 

The records available to the Price Spreads Commission indicate that the 
International Harvester company in the United States is a highly integrated 
organization owing its own coal and iron ore mines, furnaces, steel mills and 
other allied enterprises. | | 

I come now to the items referred to in Mr. Graham’s report to you on March 
27, 1936. The first of these is capital. The Royal Commission did not inquire 
extensively inte the capitalization of the companies. It did establish that at the 
close of the 1933 fiscal period the companies which had replied to its auditors’ — 
questionnaire reported a capital investment of $77,500,000, in addition to which _ 
there existed a bonded debt of $9,500,000, the majority of which was indebted-— 
ness of the Massey-Harris company. see : 

[Mr. Walter J. Macdonald.] 
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The commission also investigated such capital reorganizations as had taken 
place in the industry, the principal companies affected being the Massey-Harris 


_ company and the Cockshutt Plow company. From the record it does not appear 


that there was any evidence produced which would indicate extensive dilution 
of capital stock values, at least in so far as this might affect the question before 
your committee. I may say, that I do not think from the evidence submitted 
that you would say that there was evidence of stock dilution, but we cover 
that later in our questionnaire. 


By Mr. Coldwell: 

Q. I notice the phraseology of the Royal Commission report, in which the 
words appear, ‘ without receipt of adequate and proper consideration”. Of 
course, “adequate and proper consideration” may not reveal the undivided 
profits and soon, factors of that description, entering into the capital structure? 
—A. That is true. As a matter of fact I think we are coming to that a little 
later on in the submission. 

The Wirness: The commission also reported that the companies had in- 
creased their investment in the industry in Canada during the years 1927 , 1928 


and 1929, by $30,100,000 divided approximately as between the three major com- 


panies as follows: 

Massey-Harris, $16,500,000; of which $14,250,000 came from the sale of 
common stock in the year 1929; International Harvester, $11,300,000, part of 
which came from profits and part of which came from increased investment by 
the American controlling company; and the Cockshutt Plow company, $2,300,000, 
which increased their investment, largely by profits, to that extent. 


By Mr. Thorson: 

_ Q. The increase in capitalization in the three years amounted to over $30,- 
000,000°—A. Yes. Particulars of these figures will be found in the report of the 
Royal Commission at page 4020. 

By Mr. Donnelly: 
-Q. In what years did that increase in capitalization take place?—A. In the 


_ years, 1927, 1928 and 1929. 


Q. Was there any reason for that increase in investment?—A. Of course, 
they were doing a very big business in those years. | 

Q. The business was expanding?—A. Yes. There was an obvious expansion 
of inventories and accounts receivable. 

Mr. THorson: Those were the peak years of production. 

The Wirness: Another reason is this, which is given in the next paragraph. 
Under examination the auditors indicated that a part of this increase in invest- 
ment in the case of the Massey-Harris company was accounted for by acquisition 
of plants and it is evident from a scrutiny of the balance sheets that the invest- 
ment of H. V. McKay Massey-Harris Proprietary Limited, the company through 
which they now operate in Australia, was made in 1930—as a matter of fact, 
it was made in 1929 although it only appears for the first time in their balance 
sheet for 1930—it first appears in the financial statements for the year ending 
November 30, 1930, at a figure of $3,212,000, at which it still stands. That is 
SEY are operating in Australia. That is where $3,000,000 of that $16,500,000 
went to. 

The question of capital stock dilution has been raised from time to time in 
the discussion before your committee and you will find embodied in the question- 
naire now in the hands of the companies certain specific requests for further in- 
formation along these lines. 

: = : see it, stock dilution in the balance sheet of the company affected will be 
reflected :— 


(a) In increased capitalization on which dividends will be expected, and 


™ 


ce | STANDING COMMITTEE 


(b) In correspondingly enhanced values over normal in the assets acquired. 


It might not be inopportune to note at this point some of the effects which 
any stock dilution disclosed may have on implement prices. These might in- 
clude:— 


1. Increased depreciation rates where plant and machinery may — 
have been taken over at values above normal. 

2. Increased interest on mortgage indebtedness if bonds are part of — 
the purchase price. I cannot see any evidence of that in the question 
before you. 

3. While the endeavour to pay dividends on inflated capitalization 
would also be a factor in the maintenance of unduly high oe I Dies 
that is obvious. 


Section VI-B of the questionnaire now with the companies for reply dant 
with capital and reads in part as follows:— 


Answer the questions set forth in schedule J, attached for each con- 
stituent corporate unit in your organization using a separate sheet for 
each unit. This information should be furnished not only for Canadian 
units but for units controlled by the Canadian Head Office. 

Schedule J, reads as follows: (In part)— 

(3) Number and value of shares issued for cash: (a) at inception—_ 
give date, (If prior to 1913, say so); (b) since then—give fiscal years. 

(4) Number and values of shares issued for other consideration, e.g., 
for plant, machinery, real estate, goodwill, etc.; (a) at inception—give 
date (if prior to 1913 say so); (b) since then—give fiscal years. 

(5) State to whom shares indicated in 4 were issued, in what years 

and the nature of the consideration given in each case. 

(6) Details of any stock dividends paid—give amount and rate; 

(7) Details of any offering to shareholders at values below then going 
market prices and date of such offer—(for instance, the stock might be 
selling at 50 in the market and it might be offered to shareholders at 40.) 

(8) Location of plants operated by this company as at December 
Ble 1935: 

(9) The amount of any bonded, mortgage or other major debt of © 
the company as at last balance sheet date—give interest rates, and how 
secured. 

(11) The names and addresses of any person, firm or individual © 
owning 10 per cent or more of the capital stock of the company. 

(12) Does this company control, whether through stock ownership, 
ereditor, position or otherwise, any subsidiary or allied companies in this 
industry or any industries tributary thereto. 

(13) Give name of predecessor company or companies or firm or firms 
if any 

f 14) State whether the records of such companies or firms are avail- 
able for scrutiny. | 


That is the end of schedule J., attached to section 6 of the questionnaire. 
Then, any excess valuations in plant and equipment are dealt with in 
section V (A), which refers to plant, and reads as follows:— 


A. State for each manufacturing plant owned by your company or a 
subsidiary in Canada; . | 
1. Location—if shut down, indicate since what date. 
2. Acreage owned. — 
3. Acreage unused. | 
7. —as to Buildings— . 
(a) Assessed value, latest available date. ace be 
[Mr. Walter J. Macdonald.] ; 


ae 
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(6) Present insured value, and rate. 

(c) Gross book value at present and how determined, i.e., at cost, by 
appraisal or otherwise. 

(d) Depreciation reserve at present. 

(e) Net present book value after depreciation. 

(f) Date of completion or acquisition of each of the present main uits. 

(g) If acquired by purchase, state from whom acquired, date, and con- 
sideration given. 


Then we have asked for information which is set forth in a schedule which 
asks for an analysis of the asset accounts. This is for each building or main 
unit of plant, and we ask them to show the opening balance in 1913, when they 
bought; the amount they paid in each of the years from 1913 to 1935 inclusive; 
and the amount that they credited or took out of these assets in each of these 
years. Correspondingly, in regard to depreciation, which is the off-setting item to 
plant and buildings, we have asked them for the opening balance as of 1913; 
in column 1 an indication of any deductions from the reserve in each year in 
which they appear; in column 2 additions made to the reserve (with the rate 


_ stated in column 3)—each year separately, and lastly the closing figures as on 


the last balance date; which will tie in with the last balance sheet which they 
produce to the Committee. 

Then, in section 5-B, we have asked them for similar information to that 
requested in section 5-A, ‘for each plant owned in countries outside of Canada; 
and we have added a note: If accurate information is not readily available on 
foreign points, in Canada, give estimates but indicate that your replies are 
estimates and that you will later authenticate your estimates from the foreign 
plant. 


By Mr. Thorson: 


Q. That is all relating to capital?—A. That is all relating to capital, yes. 
_ Wrrness: Now the next section is, plant buildings and real estate; and 
with that I have coupled the section relating to plant equipment and machinery. 

Here again there is practically no information available from the report of 
the Royal Commission. 

Section 5 in the questionnaire bears on this phase and has already been 
explained to you in connection with capitalization. 

In addition we have asked the companies whether they anticipate any 
heavy expenditure in maintenance of plant and/or equipment in the next year. 
We have also furnished them with two schedules, H. and I. Those are the 
schedules which I just read to you. Just by way of additional information, the 
Financial Post issues a very comprehensive statement in regard to Canadian 
companies, as perhaps you know, and it discloses that the manufacturing plants 
of the Massey-Harris Company are as follows: 


Toronto, Ontario main plant.. .. . ». 28 acres 
Brantford, Ontario, binder and mower “ plant.. .. 29 acres 
Brantford, Ont. Plough eu TONNES (a Be UAHA Ne Me arcs 
Woodstock, Mime ( CLOSCU kes cag eval Lacan iigmuttiaee, cae tener als 
Weston, Ont. (closed). . Re ea nm Coast int aa aoe BE ako) 
Batavia, N.Y. implement ‘plant. . Pi OES ag OS Bees 
Marquette, France, implement plant... .. .. .. .. 25 acres 
Racine, Wis., tractor and plough. plants). yy ow kt ied aexss 
Westhoven, Germany, implement plant.. .. .. .. 14 acres 


ital itu a abese: «Gases 221 acres 
By Mr. Thorson: 


Q. What is the total acreage of the two plants that were closed?—A. 40 
acres. 
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Wirness: I now come to, Inter-relationship of the companies. Practically 
no information in this regard was obtainable from the records of the Royal Com-. 
mission. ‘The questionnaire we have issued reads as follows:— 7 


A. State to what extent you make available to companies, other than 
those afhliated with you: 
(1) Results of experimental work. 
(2) Improvements in implements. | 
(3) Improvements in manufacturing processes. asi 
(4) Inventions covered by patent rights. 
B. In what respects do the companies in the industry co-operate. 
C. Is there any arrangement or agreement betweent your company 
and any other as to the determination of prices. : 


In the opinion of counsel the replies to this questionnaire may. require to be 
amplified by examination of representatives of the companies. Also, I may say 
that there is some information available from the United States inquiry which 
will perhaps have a bearing on that. , 


By Mr. Thorson: 

Q. Is the United States inquiry directed to the inter-relationship of com- 
panies with a view to ascertaining whether or not there is a combine, or price 
fixing arrangement?—-A. There is some reference to that in the resolution on 
which their inquiry is based. | ; 

WirTNeEss: Section V, improvement in implements since 1913: In thig res- 
pect practically none of the information available through the Royal Commis- 
sion is of use to your committee. Mr. Graham’s report outlines the following 
avenues of inquiry: (You people have not got the report so I might as well deal 
with each one as I come to it). It is difficult to cover all of it. ‘ 

Mr. THorson: We might have to have the assistance of an engineer to do 
that. : 
Wirness: There has been some thought of that in the minds of counsel and 
myself, that certain points might occur where an auditor certainly cannot, and 
even a barrister cannot, say what are the constituent factors involved. - 

Mr. McLean: You mean, we might have to employ a legal gentleman? 

Witness: I have just said that a lawyer would not be able to do that. 

Mr. THorson: Mr. Macdonald has just covered that by saying that even 
barristers could not do it. 

Witness: Item A—factory cost of making improvements claimed. Item 
A. is difficult to cover by questionnaire and will probably have to be dealt with 
by visitation of the plants concerned and discussion with responsible officials 
on the accounting and engineering staffs. 

Item B.—poundage value. 

As to (c) you have already heard from Dr. Hopkins who has evaluaied these 
improvements in terms of increased utility value to the farmer in 1935 machines 
as against that of 1913. Similarly a report published by the American Society 
of Agricultural Engineers in 1933 shows by indices the changes in quality value 
of farm machines in the period from 1914 to 1933. This report was available 
to us from the commission. | 


By Mr. Thorson: 

Q. Is that the Davidson report?—A. That is the so-called Davidson report. 
The avenue of inquiry outlined in “D” is not such as comes within the purview 
of my work as auditor. In regard to “EH,” it is expected that certain information 
will be available from the surveys now in process by the provincial governments, © 


the results of which will be available to this committee. 
[Mr. Walter J. Macdonald.] 


AGRICULTURE AND COLONIZATION 181 


We shall now deal with factory cost. This is probably the most important 
_ phase of the inquiry. In order to provide a focal point and to ensure that such 
remarks as I may make have as direct a bearing as possible on your problem, I 
have compiled a statement, table X, which is compiled from data printed in 
the report of the commission. The cost. shown may or may not be typical of 
the trends as between the years indicated (1913 and 1914) but will at least 
provide a background against which you may visualize the principal consti- 
tuents in factory cost of any implement. I will not attempt to analyse the 
reasons for the trends shown except in a very general way. I think table X 
and the other schedules should be passed around. 


By Mr. Senn: 
Q. Do you include the cost of material in the factory cost?—A. Yes. 
Referring to table X you will note that the three principal divisions of factory 
cost are:— 


| Materials 
Direct labour 
Factory overhead 


Perhaps it would be just as well to go over that table so that we shall have it 
clearly in our minds. You notice the figures are given for two companies, one 
company has an average of six implements and the other an average of nine 
implements. As J said, I am not sure that these may be typical of trends within 
the industry because I am doubtful of the accuracy of some of the figures sub- 
mitted. 

Q. Where did you obtain these figures?—-A. From the Royal Commission. 


By Mr. Thorson: 


 Q. You say you doubt the accuracy of some of these figures?—A. I doubt 
the accuracy of the earlier figures. When you go back to 1913 I doubt them. 
I questioned the companies in regard to these verbally when I saw them on 
Tuesday in Toronto, and I said to the officials of one of the companies, “I doubt 
your 1913 figures;” and he said, “I am afraid I doubt them myself.” So that 
it is only significant of trends. However the charts show you the picture and 
therefore I do not ask that you attach much value to the figures. I think 
generally speaking it will show, approximately, the increase. You will notice 
that the cash price to the consumer has gone up 53 per cent, the agent’s commis- 
sion 46 per cent, freight 52 per cent and the price realized by the company has 
gone up 55 per cent. The factory cost has gone up 77 per cent, productive labour 
105 per cent, prime cost, E plus F which gives you the total in G is up 838 per 
cent. Other factory expenses, which is often called factory overhead, or “burden” 
which is another term, have gone up 505 per cent. That is probably because of 
the decreased volume of 1934. The total factory cost is up 162 per cent. 
%. Q. The item of productive labour which appears to have increased 105 
per cent needs an explanation. Is there any relationship between that item 
and decreased sales?—A. No; that is per machine. 

Q. Per machine?—A. Yes. The factors E and F will not vary substantially 
per machine during any given year, but they will vary from year to year as the 
cost of living increases. 

Q. They may keep on a number of men?—A. Agreed, but that would not 
appear here in productive labour. 


By Mr. McLean: 
Q. They would go into H?—A. Yes. 
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By Mr. Thorson: ‘ fe iG 

Q. Might it not also go into F?—A. No. Again we are anticipating because 

I have covered that. If I have not covered it in full, as I deal with this, will you 
come back to it? : 3 


By Mr. Golding: 

Q. In productive labour I notice an increase of 105 per cent. How do you 
account for the inrease there with the improved machines they are using in 
1933?—A. That is one of the very questions your committee will have to answer. 
As I say, this really typifies the problem of this committee and is one of the 
things you will have to pass on. | 


By, My Senn: 


Q. Is it not a fact that if you had taken the peak year 1929 these per- 
centages would have shown a very small increase?—-A. In some respects, yes. 

Q. You are taking the year 1933, one of the lowest years in the history of 
the production of the companies?—A. Yes. 

Q. Naturally all these expenses will be high?—A. Agreed. 


Mr. THorson: That is the point I was trying to make. 


Mr. McLean: Wages and material were higher in 1929 but the overhead 
would be the other way around. | 


Witness: I would like to discuss that from my own angle, but there is _ 
this to be said: One of the problems confronting your committee and myself 
particularly as your auditor, is the question of factory overhead in terms of 
those direct costs. J had the evidence that was submitted to the Royal Com- 
mission which covered principally the years 1929 to 1933, but I do not think 
they could be considered as typical. In other words you have three low-pro- 
duction years, and one of diminishing production, 1930, and a reasonably good 
- year, 1929. My thought is that the fairer way—and I discussed this with the | 
companies on Tuesday—to do it would be to take the average of the years 
1926 to 1935 inclusive. I thought that would be a fair way to judge what is 
the fair percentage to add to direct costs for factory overhead. | 


By Mr. Thorson: 


Q. You might even have to take a longer period of time?—A. Agreed. — 

Q. In order to get a fair average?—A. That brings in another question, the 
difficulty of establishing for the industry as a whole, reliable figures for a 
longer period back than ten years. 

Q. You have a peak of production and a peak of sales?—A. Agreed. | 

@. Somewhere around 1926 and 1927?—A. Agreed; but I am thinking 
of the difficulty of ascertaining relevant facts from the books of the companies 
as far back as 1921. Suppose you took a period of 15 years, 1921 to 1935. After 
all, when you take a period from 1926 to 1935 you have a period of tigh pro- 
duction admittedly in 1927, 1928 and 1929, but you have also years of excep- 
tionally low production, 1931, 1932 and 1933 with slightly increasing produc- | 
tion in 1933 and 1934. | 

Q. Neither of these two periods combined will give you a fair picture, | 
but if you had gone back to a period during which production is more or less 
normal, that might help you to arrive at a fair average. 


By the Chairman: 

@. Your reasons for not wishing to accept periods of an earlier date is 
that you doubt their accuracy?—A. I am doubtful of the ability of the com- 
panies to produce accurate figures, figures that I would consider worth while 
relative to the earlier years. | bie 


_ [Me. Walter J. Macdonald.] - 
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Mr. Senn: I agree with Mr. Thorson that the years which you have men- | 
tioned where there were extremes of high production and low production could 
hardly be considered as normal. I do not think they will balance. 


Witness: I agree with you. Perhaps that is right. But after all your 


' inquiry must be practical and you have to consider the reliable sources of 


information that are available. I agree with you perfectly; I would prefer to 
consider two periods. 


By Mr. Senn: 
Q. I think Mr. Macdonald, factory overhead, particularly certain parts 
of it, would drop more slowly in normal production periods?—A. Yes. 
Q. In anticipation of more work going on than they actually do?—A. That 
is the problem. That is only the result of my thinking so far. 


By Mr. Thorson: 


Q. Would it be true the longer the period of time you have the closer you 
would get to an accurate normal average?—-A. Agreed, yes. The difficulty 


as I see it, is whether or not reliable figures can be obtained. 


By Mr. Senn: 


Q. After all, that does not solve the difficulty we are in at the present 
time.—A. It is a factor, anyhow. 


By Mr. Thorson: 
Q. I assume we should take a long range view?—A. Yes. 


By Mr. Senn: 


Q. We are still suffering from abnormal conditions—A. Abnormal condi- 
tions, yes. 


By Mr. Donnelly: 


Q. I do not see how this can be right. I am referring to the cost of pro- 
ductive labour in the International Harvester Company?—A. I doubt the 
authenticity of these figures. 

Q. Take the figures in regard to the machinists’ wages. They have gone 
up 65 per cent, moulders 50 per cent, painters 67 per cent, labourers 75 per 
cent?—A. Yes. 

Q@. And the other table shows an increase of 105 per cent?—A. Again I 
have covered that, and I should like to come back to it if I do not answer it 
fully in my brief. I should like to show the relationship between the figures 
shown on the other chart, which we will deal with later. 


By Mr. Thorson: 

Q. We had another chart submitted by a witness whose name I forget, a 
statistical chart showing the wages paid in the industry as a whole—A. Mr. 
Losee’s figures. 

Q. And that seemed to indicate a difference as compared with this one? 


By the Charman: 


Q. Is this table taken from the evidence of the price spreads commission? 
—-A. Yes, not only from the evidence but from the report. If you have the 
price spreads report you can see it. 


By Mr. Douglas: 


Q. Is the large increase in the other factors due to the decrease in the 
volume of trade, and is it a fact that capital would not decline in proportion 
to the cost of raw material?—-A. I do not get the point. 
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Q. The great increase in other factory expenses would be due to the decline 
in the volume of business, but there would not be a corresponding decline in 
capital?—A. Let me read this here. Table X indicates the wide variation in 
overhead between 1913 and 1934 and is probably a reasonably good example 
of the effect of volume on factory overhead. To emphasize the point, the pro- — 
duction of ploughs in Canada in 1929 was 75,461, whereas in 1932 it had dropped 
to 14,505. Obviously, factory overhead, including as it does such items as 
taxes, heating, insurance, repairs, depreciation of plant and machinery, super- 
intendence and engineering staff, watchmen, etc., is more or less constant no 
matter what the production may be and a factory manufacturing ploughs would 
have a very high cost per plough for factory overhead in 1932 as compared 
with 1929. Is that the point you had in mind? 

Q. Yes, and also the amount of capital invested is fixed. It does not 
decline. The amount of capital invested is not reflected in factory costs.—A. 
Working capital? tabi 

Mr. McLean: The capital employed dropped to $48,000,000 according to 
table 2. ! 

Witness: ‘The companies are not paying dividends, nor paying interest. 
There might be a slight change due to the effect on interest on bank loans, but 
I cannot see where that would affect the factory cost. Factory cost is the cost 
of producing goods at the door of the plant. 


By Mr. Douglas: 
Q. Is other maintenance taken into consideration?—A.The operating 
expense of the implement factory. | 


By Mr. Thorson: | 

Q. Just the operating expenses?—A. Just the operating expenses incidental 

to running this section of the plant. Suppose we undertook to manufacture 

ploughs in this room and we installed a series of lathes, and other machines, 

and finally turned out a plough which went out that door. The cost of the 

plough at that door includes a proportion of all the cost that would be applied 
to this section of the plant. | 


By Mr. Douglas: 
Q. A return on the working capital is not included in this item?—A. No. 


By Mr. Thorson: 
Q. But you would include the salaries of executives and superintendents? 
—A. No; superintendents, but not executives. | 
Q. Not the executives?—A. Not the executives. 


By Mr. Douglas: | 

Q. Under what item would the salaries of executives come?—A. Under 

what is called administration expenses. They would come in the accounts with 
selling or bad debts or distribution, anything of that nature. 


By Mr. Donnelly: 

Q. The table you gave us here which shows the price of certain imple- 
ments came from the Bureau of Statistics?—A. Yes. 

Q. You took the same thing in regard to International Harvester and the 
Massey-Harris Company; but there is something wrong with this?—A. That is 
it exactly. You are making the point I want to leave with you. In my mind 
there is a problem there of correlation. You have the point exactly. 


[Mr. Walter J. Macdonald.] 


AGRICULTURE AND COLONIZATION | 185 


a 
, 
By Mr. Thorson: | | 3 
Q. The figures you have given in the table are difficult to prove?—A. They 
merit very careful examination in terms of the other information. I will come 
to that later. 


(a) Materals: 

~The information available from the Royal Commission as to raw material 
was not comprehensive as it made a comparison of the trend in these costs 
only in respect of a few implements for five or six individual years between 
1913 and 1934. May I make that clear. I do not want to close off discussion, 
but it is covered later on. The questionnaire sent out by your committee’ 
is of necessity much more comprehensive and in it the cena have been 
asked for the following information: 

A statement of the principal raw materials used, e.g., steel, pig iron, red 
oak, bituminous coal. Now to give you an idea of the relative position of 
these different constituent commodities in the production picture of the companies 
there was approximately in 1984 $3,600,000 worth of materials used. Of that 
$3,600,000 $134,000, a little under 5 per cent, consisted of pig iron; iron 

~ eastings accounted for $220,000 and steel bars accounted for $788,000, nearly 
one quarter. The other things are scrap iron, ete. Generally speaking you can 
see there was $407,000 for pig iron and its derivatives and $778,000 for steel 
bars. That is a big proportion of $3,600,000. 


By Mr. Senn: 
Q. Can you give us the wood?—A. $363,000 is wood. 


By Mr. McLean: 
Q. Mostly packing cases?—A. No, red oak principally. 
Q. What did they do with it, do you know?—A. I don’t know. Mr. Ruther- 
ford may be able to tell you. Mr. Greenway’s figure placed before you the 
other day, stressed considerably the importance of red oak. 


Mr. SENN: It is mostly used for wooden wheels? 
Mr. Mitrcueuu: Spokes. 


Witness: This may not be true of the big companies. The proportion 
of their requirements which comprised lumber, may not be large. This may 
refer more to the wagon companies. 

(6b) A statement of fluctuations in 1913 and 1934 in the sources of supply 
of these materials as between (1) Canada, (2) United States, (8) Other 
countries. 

(c) Information as to the principal firms from whom they have bought 
in the past five years. 

(d) Any interest they may have in these companies and the nature of 
such interest. 

(e) Any advantage accruing through such interest and the extent thereof. 

(f) And more particularly, a definite breakdown of material costs in 
each of the principal raw materials used extending from 1913 to 1935 on a 
schedule form which has been proyided. I should like to read you that schedule 
form because it shows you the factors that have to be considered’ in the raw 
material. We have asked them for (1) the invoice price at the point of production, 
gross amounts, taking any quantity, (2) the trade discount on the date purchased 
or subsequently. Sometimes these rebates are made over a year by the supply- 
ing house or the factory. We have also asked them for the net invoice price 
exclusive of freight and duty. (3) We have asked them for the freight paid, 
the duty actually paid and how computed, because it is not always computed 
on the invoice value. (4) We have asked them for the sales tax actually paid 
and how computed, and (5) any other items in the laid-down cost, which may 
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include trucking direct from the track to the factory. (6) We have asked them 
for the total laid-down cost and (7) if any drawback was obtainable if the 
goods were used for export, and if so, what amount and how computed. (8) 
If any drawback was obtainable if the goods were used for domestic trade, 
and if so, how computed. (9) We have also asked them to state the sources 
from which the above was compiled. | 


By Mr. Thorson: a 
Q. Will this break-down in material costs disclose the changes in materials 
used. such as substituting steel for oak, and the like?—A. No; that will be 
disclosed in another section, but it 1s covered. . 


By Mr. Douglas: 

Q. I should like to know if there is a typographical error in section di 
Should 37 cents be 37 dollars, or is there a figure missing?—A. No. 

Q. Is it 37 cents?—A. Yes. | 

The Cuatrman: It should be minus 98 per cent. 

Wrrness: It is minus 98 per cent. The gross profit fell from $23.81 to 37 
cents; obviously it is minus 98 per cent. We have also asked the companies 
to enumerate the principal fully manufactured parts which they now purchase 
to be built into implements and farm machinery. For example, ball bearings 
are now built into the machines where they were not used before. I should 
now like to show you the correlation along the lines of what Dr. Donnelly 
was talking about a minute ago. I have here one of the charts submitted to 
you by Mr. Greenway on Tuesday last. 


By Mr. Thorson: 

Q. Which chart are you referring to now?—A. Chart 9, referred to by Mr. 
Greenway. This chart shows the trend of pig iron prices. As I told you, pig 
iron is a large constituent item in raw material, and this is the trend of the raw 
material. As I say, this is a graph of prices of pig iron. < 

Q. What do you mean by “this”? You mean the heavy blue line?—A. The 
heavy blue line, and it runs from 1913 to 1935. Now from the price spreads 
committee we had information on the cost of material contained in an eight foot 
binder, the direct cost of material. This red line indicates the relationship 
which the 1913 price, using 1913 as a hundred, bears to the price to-day. It shows 
you the fluctuations which have taken place. : ae 


By Mr. Donnelly: ? 

Q. Do the machine companies claim they are using steel instead of pig iron? 
——A. Yes they do. . 

(. They are using more steel?—A. Yes. 

Q. That would be more expensive?—A. More expensive; of course. | 

Q. That may be the explanation for the increased cost of material?—A. That 
is probably a factor. Again that brings in the argument that which was men- 
tioned a few moments ago, and that which Mr. Graham mentioned in his initial 
summary, as to the failure of increased efficiency to take up these costs. 


By Mr. Bertrand: | | 
Q. What is the difference between steel and pig iron based on a percentage 
of cost?—A. I could not give you that offhand. | 
Q. Have you a chart to show you the approximate difference?—A. Yes. I 
am sorry, I can give it to you. 6,750 tons of pig iron cost $134,000. . | 
Q. Is that steel?—-A. Pig iron. ; 
[Mr. Walter J. Macdonald. ] 
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 Q. Give us the comparative figure for steel-—A. The comparative figure for 
steel shows that 14,000 tons of steel cost $778,000. 
Q. What year?—A. The year 1934. 
Q. Three to one?—A. That is correct, yes. 


By Mr. McLean: 


Ae The weight of the material etre be reduced if you substituted steel for 
pig iron, would it not? 


By Mr. Bertrand: 


@. A chart has been given to us which told us the price of the weight of the 
material in the machine?—A. Yes there is. 

The point I should like to make about this chart is to show you the price of 
the commodity in relation to the cost of material in an eight foot binder. You 
see there is no very great relationship between them. 


By Mr. Thorson: 3 
Q. That is chart No. 9?—A. Chart No. 9 submitted by Mr. Greenway. 


By Mr. Ward: 
Q. What do the red lines indicate?—A. They are the index of the material in 


an eight foot binder, all the material. | 


Q. The blue line indicates the cost of material?—-A. No, the blue line indi- 


cates the cost of pig iron on the same terms. 


Q. And the red line indicates the cost af the rest of the material?—A. 
Usually, yes. 

Our reason for saying usually is that we only had information for years 
1930, 1931, 1932, 1924, 1921 and 1913. There are gaps in the price spreads com- 
mission report, and they have to be filled in. 


By Mr. Mitchell: 


Q. Before you leave that chart I notice in item C that company No. 1 shows 
an increase of 52 per cent and company No. 2 shows an increase of 33 per cent in 
freight. There is a large difference there. Can you explain that in any way?— 
A. The question raised is that in one company the increase is 53 per cent, and 
in the other company the increase is 33 per cent. Now, if you examine the other 
section you will see that freight on implements has gone up 53 per cent in the 


period we are dealing with, although it would appear that company No. 1, which 


increased its freight by 52 per cent, had supplied substantially the same weight 
binder in 1933 as in 1913; whereas, company No. 2 has probably decreased the 
weight of the binder by substituting lighter material. 

Q. By using steel in place of castings?—A. Yes, perhaps. 

Mr, Jounston (Lake Centre): You mean, by diminishing weight. 


By Mr. Mitchell: 
Q. There is a possibility of another explanation too, for the six imple- 
ments in the one case and the nine in the other, there might be a different 
freight classification ?—A. That is possible. 


By Mr. McLean: 
_ Q. Have you a list of the implements used in each case?—-A. Yes, I have. 
Q. I am interested in getting that?—-A. We have that. It will be avail- 
able for you. 
Q. Is it in the Price Spreads report?—A. It is in the Price Spreads report. 
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Witness: I would like to deal now with the other report which you have 
in front of you, which is in connection with raw material. If you notice the 
first column is material, in the top half of the sheet, and it is showing an 
increase. I want you to see this, just to give you an idea of the correlation 
which obtains between the statistical material that has been produced, and 
the figures which have been produced by the companies themselves. Now, in 
taking the binder you will notice that in material cost it increased 74 per cent 
over 1913; that on the 5-foot mower the increase is 65 per cent, and with the 
7-inch cultivator the increase has been 84 per cent. That is the increased cost 
of materials in these various implements over 1913. | 

Now, I want you to go down to the next section, where it gives an indica- 
tion of the price of pig iron, and I want you to notice that pig iron, which as 
I said was a large constituent, has only increased 11 per cent. Steel bars have 
only increased 9 per cent. Coal, which is not a constituent except as a heating 
medium, shows an increase of 90 per cent. Linseed oil, another constituent, has 
increased 21 per cent, and oak has increased only 7 per cent. In spite of that 
fact factory materials have increased 74 per cent, 65 per cent and 84 per cent 
respectively for the three types of machine shown. If you can find an answer 
to that you have the answer to an important phase of your inquiry. | 


° 


By Mr. Thorson: | 


Q. There will be information relative to that in the replies to the ques- 
tionnaires?—A. Yes. : 


Witness: Now, if you come to the productive labour column: You will 
notice that productive labour is up 62 per cent, 60 per cent and 83 per cent 
respectively. Down lower on the page you will see the ratio of increase— 
these figures may or may not be authentic—I think they are produced by the 
Bureau of Labour—perhaps they are not representative of the industry as a 
whole. They are interesting in any event. For instance, blacksmiths are up 
74 per cent; machinists are up 73 per cent; pattern-makers are up 86 per cent; 
moulders are up 63 per cent; painters are up 62 per cent and labourers are up 
69 per cent. There is a correlation there, while it does not exist in raw material. 
Now, in freight you will see that the freight on the 8-foot binder has gone up 
41 per cent; and on the 5-foot. mower it has gone up 53 per cent and on the 
7-foot cultivator it has gone up 45 per cent. Then, down in the left-hand bot- 
tom column, freight on implements has increased 53 per cent. So that 1t would 
look as if the mower was still practically the same mower that it was in 1913, 
but that the binder and cultivator are substantially lighter implements than 
‘they were then. | 


By Mr. Cleaver: , 

Q. Do not your comments,.Mr.: Macdonald, almost conclusively prove, 
for the figures themselves, that the information given is inaccurate?—A. No, I 
would not be prepared to say that. I think that, pardon me if I say so, I feel 
that I would not like to leave the impression in the committee that I am attempt- 
ing to solve the problem, or to give an explanation of these things; I am merely 
pointing out the correlation between the information made available to you 
through the Price Spreads Commission and the information placed before 
you statistically in this committee. | 3 

Mr. THorson: And information that has been secured? : 

Witness: Yes. J am only leaving the problem with you. I do not wish 
to draw conclusions. aie , oh Bok 

Mr. McLean: . It is too’ soon for that?:: | | 

Wirness: It is to soon. I think the information that I ‘have is frag- 
mentary at this time. phe Ve ae 

[Mr. Walter J. Macdonald.] 
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By Mr. Cleaver: ie | 
Q. Iam not asking you to draw conclusions, I am simply suggesting that the 
actual figures themselves indicate that it is perfectly obvious to anyone that 
there must be an error somewhere in these figures?—A. I agree. Yes. 
Q. These figures show that the materials which enter into machine costs are 


_ only up an average of about 10 per cent?—A. Agreed. 


Q. The manufacturers come along and say that their material costs are 
up some 50 per cent. Now, both figures cannot be correct?—A. There is how- 
ever, a potential explanation there, and it was touched on here a few minutes 
ago. There is one typical case that has been given, that of a screen on an 


implement produced in 1913 being of canvas was far more cheaply made than 


the type of steel screen which is now provided. That would make a substantial 
increase in the cost of producing that part, because obviously you cannot manu- 
facture a steel screen for the same price as a canvas screen, no matter what 
the trend of your price indices may be. 


: By Mr. Thorson: : 

Q. That is, you have to weight each item?—A. Exactly if you are manu- 
facturing an implement and you put in a gear which 1s made out of a high priced 
steel in place of a cast gear, obviously it 1s eoing to increase the price of your 
article. 

Mr. Curaver: But, is it not also obvious that if your material costs have 
cone up 58 per cent in the content, as shown by this statement, and the cost 


of these materials has only gone up 10 per cent, there would have to be four 


times the difference in order for these figures to be reconciled—you have to 
account for that difference in increase between 10 per cent and 58 per cent. 

-Mr. Bertranp: Yes, Mr. Cleaver, but may I point out that labour has a 
bearing on that; and we were told a moment ago that the relationship there was 
three to one, in respect to price. . 

Mr. Cueaver: We were also told that wood has been correspondingly 
reduced, and that some of the parts are now steel as against iron. | 

Mr. Berrranp: I am not prepared to accept the statement that it has been 
correspondingly reduced. 

Wirness: I think, gentlemen, that you have realized the situation as I 
anticipated you would, you have reached the conclusion which I thought you 
would reach; namely that this is a very complex problem. And I have served my 
purpose, because I wanted to show you the factors that have a bearing on it. 

Mr. DonneLLy: On the other hand it is true that the weight would not be 
indicated in this increase of 174 per cent. That is in the cost of materials. 

Mr: McLean: The weight is indicated in the freight table, where one com- 
pany gets the weight down the increase 1s much less than it is in the other. 

Mr. Dovctas: Here you have an average increase of 11 per cent in these 
materials, and here you have an increase of 174 per cent in the materials going 
into a binder. ; 

Mr. BertRAND: Suppose you made the change from pig iron to, steel in that 
construction, if steel costs three times as much you would increase your cost of 
production? 

Mr. Dovctas: That will enter into it, but weight will enter into it too. 

_ The Cuatrman: Ido not think we can settle this particular point right here. 
I think we should allow Mr. Macdonald to continue. 

Mr. McLean: I think perhaps the auditor could be heard better if we had 

a little less conversation. | 
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Witness: The other factors to be considered in material costs—I am just 
reading this into the record, we have already covered it—are as follows:— 3 

(1) Freight to factory from point of origin. | 

Some Hon. Members: Order, order, please. 


Witness: Information on this has already been submitted to you by Mr. 
Bangs. 


(2) Tariff: In this respect attention is drawn to the fact that the com- 
panies enjoy a 99 per cent drawback on goods imported for use in the manu- 
facture of farm implements subsequently exported. A submission by a qualified 
official is now, I understand, in course of preparation. . 

(3) Sales tax and excise tax: Here again a submission is being prepared. 


(6) Wages: 

The Royal Commission undertook a very comprehensive survey of certain 
aspects of the employment situation, particularly as to rates, policies of wage | 
payment, incentive plans, pension schemes, etc. e 

The auditors examined copies of all pay-rolls for each of the companies 
for periods in February, 1933, and February, 1934. None of the evidence 
tended to show the existence of sweated labour in this industry, on the con- 
trary some of the larger companies had reasonably generous pension plans in ~ 
operation as is evidenced by the fact that in the seven years, 1927 to 1983, they 
set aside a sum of slightly less than $2,000,000 as pension provision. 

From a detailed study of rates of pay it appears from the commission’s 
records that in 1933 and 1934 the average hourly rate was as follows:— : 

1. In industrial centres such as Toronto and Hamilton, in the neighbour- 
hood of 50 cents per hour. 


2. In London, 47 cents per hour. 
3. In Brantford and Smith’s Falls between 40 cents and 43 cents per hour. 


Comparing the average hourly rate shown in respect of two of the large 
companies as between 1913 and 1934 the following comparison may be interest- 
ing (page 4093 of the report of the Royal Commission) :— 


Company 1 ° Company ae 


Baye ate es SOO TB or Sorgen OL aa 26c. 20° 2c. 
is EN AS a Ra Wa Mc oR AN Sb 5d5e. not filed 
bho. Ran saan ae Te Pape ane aes eae GU STR 49c. not filed — 
Or OER ie ai RIN 9 AAP Saat Waa be not filed 53 °6e. 

1d 218 Daas arate ee cia nda I SERA ON iabsl aA k 50c. 56: 4c. 
SA GR SN in ye MMe AGEN. age iii tC AOE at ea 4Ac. 53e. 


It may also interest the committee to know the number of employees ; 
engaged in the month of February, 1934, as between implement companies. 


By Mr. Coldwell: 


(. It would be very interesting, though, to get the annual earnings of 
these two companies?—A. Agreed.. 

@. Because, in 1930 employment was fairly continuous?—A. And it is on 
a piece-work basis at the present time. 


By Mr. Cleaver: 

(). Have you also considered for these years the efficiency of labour on 
account of machines, the speeding up of efficiency of labour?—A. That is what 
you might call the hidden factor. It is a factor that will probably appear in. 
the trends of the different things. . che 

[Mr. Walter J. Macdonald.] 
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; -Wirness: It may be of interest to the committee to know some particu- 

lars as to the number of employees engaged by all the companies in the indus- 

try in February of 1934. I thing it helps to form an opinion as to the relative 
value of the several plants. 
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Massey-Harris Company, Toronto............. 024 

Massey-Harris Company, Brantford........... 433 

Massey-Harris Company, Brantford-Verity .... 252 
: _——— 1,209 

Cockshut Plow Company, Brantford .......... 331 

Cockshutt Plow Company, Smith’s Fals...... 229 
ce 060 

International Harvester Co. of Canada, Hamilton 944 

International Harvester Co. of Canada, Chatham 94 
—— 1,038 
| 2,807 
TUTIGE Me OMT AINIC Roh rede epee kigtere u/ep wipe bse phatells biel de ais 372 
Estas tek se aa etter Di peal cucevatel Umea ip’ ab op a,L79 


By Mr. Golding: 


Q. The Price Spreads report covered that information pretty fully ?—A. Yes. 
Q. That includes clerks and everybody else, it takes them all in?—A. I will 
check back on that at noon and just be sure of it. In any event, I was thinking 
of it merely in terms of giving you the relative importance of the different com- 

_ panies within the industry. 


By Mr. McLean: 
Q. Did you say there were 3,200 employees?—A. Yes, approximately. 


By the Charman: | 
Q. For what period is that?—A. That is for February, 1934. 


By Mr. McLean: 
Q. That is for just one month?—A. Yes. That must be all employees. 


By Mr. Golding: 

Q. The number given in the Price Spreads report for the full years was 
just over 3,300, but these were just for the two months, or the one month, was 
it, in 1934?—A. This 1934 figure is for a typical period. They took a week, 
or two weeks, depending on the pay-rolls. | 

Q. They did not give the figures for the whole year, you see?—A. No, that 
is true. 

By Mr. Thorson: 

Q. We have heard a statement to the effect that there were 18,000 persons 
in the industry? ; 

Mr. Donnetty: That would include their sales agents, collectors and 
everybody. 

Wrirness: The average number of employees in 1933-1934 is 3,000 for 
1933 and 3,700 for 1934, in the blue book gotten out by the Bureau of Statistics. 
The CHAIRMAN: That is the actual labour in the manufacturing plants. 

Mr. Goupinc: The number indicated in the Price Spreads report for 1933 
probably includes the number of agents and everything else. 


192 ¢ ‘STANDING COMMITTEE 
Wirness: Yes, I think it does. 


The CHatrMAN: I think we can proceed, Mr. Macdonald. 


Witness: I perhaps left a wrong impression there. The questionnaire sent 
out on behalf of your committee is not extensive and seeks to establish the rate 
trend in rate per hour in February, 1985 and February, 1986, as compared with 
the figures of the Royal Commission above shown. We seek merely to carry on | 
their information, up to date. : 

In addition your committee are asking the companies for information as 
to trends in the wage rates from 1913 to 1932, so that a comprehensive picture 
of that trend over the period 1913 to 1936, may be available. : 


(c) Factory Overhead: 


No extensive study of factory overhead was made by the Royal Commission, 
excepting as to a few typical implements in a few individual years. This has 
been the subject of a comprehensive section of the questionnaire of your com- 
mittee, reading as follows:— , 


Section [V—Manufacturing: | 

A. Furnish a break down of factory cost (manufacturing account) for the 
year 1913, and for each of the years 1921 to 1935 inclusive, for each plant in — 
Canada and in the United States where manufacturing or assembly is performed, 
using the headings indicated hereunder. I might explain that “factory cost” is 
what in our accounting phraseology is termed “manufacturing account”; although, 
I notice that the International Harvester Company use a different phraseology, 
I think they call it “cost of shipments”, but that is probably American accounting 
phraseology. 


Now there is:— : : 

1. Direct Materials (this is (e) on Table X) at factory laid down price, as 
charged to production of implements, machines and parts manufactured 
for sale. ) 

2. Direct Productive Labour (that is (f) on Table X) as charged, at cost, 
to production of implements, parts, and machines manufactured for 
sale. 

3. Inspection—if not included in B. | ses aon 

4. Factory Expense (also called overhead of burden) under the following 
main headings, providing details of the constituent items thereunder 
to the fullest extent possible. : ! 


Now, these will help to visualize for you the constituent items which go 
into making up factory expense. They are: | : 

(a) Indirect Labour; e.g., superintendence, foremen, factory trucking, 
watchmen, sweepers, stores clerks and storemen, receivers, etc., and factory 
clerks, ete. 


Then, there are what are called indirect materials:— , | 
(b) Indirect Materials; e.g., Cleaning materials, wipers, small tools and 
dies, ete. ee | 


Then there is what I have called, factory expense—variable, and I have © 
segregated these into component parts. These are items of factory expense 
which will vary to an extent in terms of production; for instance, if you are 
making 1,500 units in a plant in a year and then you step that up to 7,500 units, 
you may expect these factors to vary more or less directly in relation to pro- 
duction. They are:— ey sida 


[Mr. Walter J. Macdonald.] 
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(a) Repairs and renewals to machinery, etc. 

(b) Power. 

(c) Heat and light and water. 

(d) Liability insurance. 

(ce) Insurance on raw materials and work in process. 
(f) Royalties. 

(g) Factory office expense. 

(h) Pattern expense. 


Then, there are the fixed items in factory expense, items which will not vary 
to any considerable extent with production. They include, 7 


(a) Rental items— 


1. Insurance on buildings. 
2. Taxes. 
3. Building repairs. 


(b) Insurance on machinery. 


Then we have: (e) Depreciation— 

(a) On buildings—state rates % in each year. 

(b) On machinery and equipment—state rates per cent in each year. 
These are fixed items. 
Then there are (f) Adjustments, and (g) Experimental work; 7 interest— 


if it is part of manufacturing cost. In addition to that I have asked them this: 


If any of the expenses enumerated above fluctuate substantially from year 
to year—that is, between 1913 and 1935—give the reason for the fluctuation. 

Now, that is quite a feature, and I am not just sure what we will get from 
that; but I think it will be very interesting to trace. 


Then, you will notice: Subsidiary plants; if any of your raw or partially 
processed materials come from a subsidiary or controlled plant furnish manufac- 
turing accounts for that plant also. : 


Foundry: Do you operate your own foundry, if so are foundry casting 
costs included as raw materials? If so, furnish manufacturing accounts also 
for foundry. 

Some of these companies have different ways of keeping their accounts 
than others, and so far as possible we want to get them on a comparable basis. 
Here is a point about which Mr. Thorson asks: We have asked them to 
furnish a statement of factory cost for each of the machines listed hereunder, 
in 1913 and in each of the years 1921 to 1936 inclusive; and we have indicated 
the forms to use. The machines are as follows:— 


2 furrow 14” gang plough only 

14’ single disc 

9’ Stiff tooth cultivator—duck foot 

8’ binder complete 

6’ mower 
cream separator 450. lbs. capacity 
tractor 3 ploughs or 4 ploughs 
reaper thresher 

10” walking plough 

4 section iron diamond harrow with cross bar 

13 run single dise 7” spring drill. 

10’ dump rake. 


We also asked them to furnish us with any information they had with 
respect to the tiller combine, which I am told is also known as a one-way disc. 


194 STANDING COMMITTEE 


We have also asked them to outline briefly the factory costing Sadewatott 

in each plant, particularly as to, 

(a) Distribution of burden (factory overhead) 

(b) Distribution of indirect labour costs such as Supervision, Superin- 
tendence, Inspection (if not considered a direct cost) ee Sweep- 
ers; ‘Le. . ; 

(c) Distribution of indirect material costs such as wiping rags, sweeping 
materials, small tools, dies, ete. 

(d) Treatment of stores labour and clerical expense 

(e) Unabsorbed burden and stores overs and unders. 


The statement of factory costs will be broken down in: the schedule 
substantially as it is broken down in table X. 


By Mr. Senn: 


Q. Before you leave the question of factory costs, cid you give any consid- 
eration to finding out whether Canadian factories are as efficient as the factories 
in the United States with which they come into competition; whether their 
machinery is as up to date, and all that kind of thing?—A. Mr. Senn, I think 
that is a problem that the committee should consider, and I think that you - 
have got to consider also how that can be detected. I think it is a very) 
interesting avenue of inquiry. 

(). Efficiency of machinery has an important bearing on the cost of 
production?—A. Agreed. It is a pretty hard thing for anyone but a highly 
qualified production engineer, one specialized in this line of production, to 
determine. 


By Mr. Mitchell: 
Q. Would there be no indication of that in the Davidson report?—A. No. 


The CHarrman: The Davidson report did not give any information with 
respect to the machinery in the plants. 


Witness: The Davidson report said in effect that a machine worth 100. 
in 1913 is now worth 170. by reason of the quality values which have been 
built into it. . 


Mr. McLran: Will Mr. ‘AMbrdonaid finish before one o’clock? 


Witness: No, I will not, but I would like to reach the end of this section, 
if you don’t mind. I am almost at it. I want to comment on certain items 
in factory cost which will bear careful examination. 


Mr. McLean: It would take some time? 
Witness: No, I do not think so. 


Special Features: As to taxes, we have asked the companies for this 
information; the municipal taxes for each of their plants for the years 1913 
to 1985 inclusive on each of the manufacturing plants owned by each company 
and/or its subsidiaries in Canada. In this way it should be possible to evaluate 
the upward trend in municipal taxation rates in the period under review as a 
factor in cost. of production. 

Then, depreciation. This feature will require to be carefully ae as 
and it is worthy of note in the Royal Commission record that the three large © 
companies wrote off $650,000, approximately, in depreciation in 1930 and only 
$400,000 in 1933. 

One of the difficult problems confronting your auditor is the determination 
of what is a normal factory overhead as a percentage of prime cost in view of 
the large fluctuations in production volume from year to year and this more 
particularly in view of the fact that two different systems of distribution of 
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ie i overhead are utilized by the companies with whom I have discussed the 


- matter. One of the companies computes its factory overhead as a percentage of 


direct labour cost while another distributes its overhead on the basis of labour 
plus material cost. 

I think we have covered that all right and that is a suitable place at which 
to break off. 


By Mr. Robichaud: 
Q. Will you give us the percentage of pig iron and steel used in 1913 and 


the Bureau of Statistics. . 

@. I think that is very important?—A. I understand that their records are 
more or less incomplete. Do you think it would be possible to supply that, Mr. 
Rutherford? 


Mr. Rurierrorp: Our records ee with 1919. 
Wirness: That is where the difficulty is. : 
The CuairMan: If it is agreeable, we will adjourn to resume this afternoon 


‘at 3°30 o'clock. 


Committee adjourned at 1 o’clock p.m. to meet again at 3:30 o’clock p.m. 


this day. 


AFTERNOON SESSION 


The Committe resumed at 3:45 p.m. 


~The Cuarrman: We have a quorum, gentlemen, I think. We will have Mr. 
Macdonald continue his statement.. Order, gentlemen, please. 


Water J. Macponarp, Auditor, recalled: 


Wirness: There was one point asked this morning, that was in connection 
with the percentage of the Massey Harris company export sales and foreign 
business to its total sales. It is as follows, for the years 1927 to 1933: 


Year Per cent Year Per cent 
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By the Chairman: 

Q. That is their export sales?—A. That is the proportion of their total busi- 
ness which is done in countries outside of Canada. The wording is: “ the percent- 
age of the Massey-Harris company’s export sales and foreign business to its 
total sales.” 


By Mr. Donnelly: 


.Q. You do not know anything at all about the last couple of years?—A. 
Nothing yet, Mr. Donnelly. Naturally, it is covered in the questionnaire, but 
we have no information at the present time as to just whether that ratio continues. 


The CHARMAN: Continue, Mr. Macdonald. 
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Witness: We finished up with factory costs. There is another matter 
arising from the discussion of factory costs. It has already been indicated that 
the International Harvester Company manufactures in Canada only a pro- 
portion of the implements and parts which it sells. The remainder are imported 
from the United States factories and in that respect I draw your attention to that 
section in the report of the Royal Commission on Price Spreads and Mass Buying 
in which the following statement is made:— 


The Chicago company has made a substantial profit on sehipments to 
its Canadian subsidiaries, the prices which it charged for such shipments 
being determined by the regulations of the Customs Division of the 
Department of National Revenue. This should be appreciated when 
considering the combined figures shown in statement 2-A relating to cost 
of sales, gross profit and net profit or loss.” 


The percentage of gross profit to cost of sales in fie case of the Inter- 
national Harvester Company of Canada Limited is lower than the similar 
percentages for the other three companies. One of the reasons for this is 
that the shipments received from the International Harvester Company, 
Chicago, are included in the Canadian company’s costs at the laid-down 
values for duty purposes in Canada which have been higher than the cost 
of manufacture of these products. (This may not apply to the years 1932 — 
and 1933 when costs are said to have been greater than in previous years.) 


Under examination in regard to this practice Mr. Morton of the Inter- 
national Harvester Company indicated that the excess charge to the Canadian 
company by the United States organization by reason of this practice amounted 
to 10 per cent or 12 per cent of the value at which the product was ies 
to the International Harvester Company of Canada Limited. 


By Mr. Thorson: 


Q. That is, they were charging to the Canadian branch company a cost, 
plus the increase in valuation for duty purposes?—A. That might be an inter- | 
pretation to put upon it. 


By Mr. Donnelly: 


Q. Were they compelled to do it; was that done by the eovernment or did 
they do it of their own volition?—A. Naturally, this was the subject of consider- 
able discussion in the Price Spreads inquiry, and the gist of it is this, as I see ~ 
it: The Customs officials say to the company importing, the duty on that 


implement should be this, and on that duty rate they are forced to. pay duty. — 


If the company charges less than that they have to pay a aaa duty 
amounting to the difference. 


By Mr. Thorson: 


Q. If there had been no duty on agricultural implements these implements . 
would have been charged to the Canadian branch of the International Harvester 
company at less than the amount at which they were charged?—A. ons is 
what one might infer, yes. 

Q. Then they would have been charged to the Canadian Branch company 
at cost of production?—A. That I cannot tell at the a time. 


By Mr. Donnelly: 


Q. Apparently you could give us some idea: You say. that what they 
pay is 10 or 12 per cent higher than the cost of production. -If' you take that 
10 or 12 per cent off that you would get the cost of production. 
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_ Mr. Tuorson: Yes, if 10 or 12 per cent was added to the cost of production 


on account of the valuation for duty purposes. 


Witness: No. What Mr. Morton said was that the effect of the practice 
amounted to 10 or 12 per cent of the value at which the product was charged 
to the International Harvester Company of Canada. That is to say, if the 
article was charged to the International Harvester company at $100, the amount 
of the up-charge established by reason of the customs practice would be $12.00 
—from $10.00 to $12.00; but that does not necessarily infer that $88.00 or 
$90.00 is the factory cost of production in the United States where the article 
originated. ; | 


Mr. TuHorson: I do not quite understand you. 


By Mr. Needham: 


Q. Do I understand from that, that that price is 10 per cent higher than 
the Canadian cost to manufacture?—A. No. The point is this—I do not know 


- whether I can put it in brief for you or not. In the beginning we said that 


the International Harvester Company of Canada purchased from its United 


States affiliates, or the parent company, 50 per cent of what it sold in Canada. 


~ Now, these are apparently machines and parts which they were taking. They 


were not raw materials. Under normal circumstances they would charge the 
Canadian company, I would infer from the evidence, $88.00, but actually they 
charged $100.00. 


By the Chairman: 


Q. Because of the regulations of the Customs Department?—A. Yes, 
because of the regulations of the Customs Department. 


By Mr. Cleaver: 

Q. Do I understand you correctly then that if they did not charge this 
amount which was in excess of what they would have charged in ordinary 
business dealings that they would have been subject to a greater duty?—A. Yes, 
to a dumping duty as well. 

Q. So that they actually billed their goods to the Canadian plant at a 
higher price than they wanted to in order to escape the dumping duty, or in 
order to get the goods over at the cheapest possible price?—A. Yes, I think it 
would be fair to say that they charged at more than they normally would. 


Mr. DonnELLY: That is what I was saying. 


By the Chairman: 
Q. As taken from this statement?—A. As taken from this statement. 


By Mr. Donnelly: | 

Q. If we were to take 10 or 12 per cent of the price which they paid duty on 
to the government, then we would get what is cost them to produce the article 
in Chicago. 

The CHAIRMAN: Does not that bring up the question on which we have 
heard a good deal of discussion on many occasions, as to whether or not these 
companies might be selling their goods in countries for export at a lower price 
than in the country of origin? There may be something of that in this particular 
point. 

Mr. THorson: — Yes. 
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By Mr. Needham: | : 
Q. Have you taken up with the companies anything in regard to stabilizing 
replacement cost?—-A. I am coming to that. : 
The CuairMan: I think we should let Mr. Macdonald proceed. 


Witness: No information was elicited by the royal commission on the prob- 
able effect in dollars and cents per annum of this practice which I have referred - 
to, but it is obvious that the diversion of profits from the Canadian company to 
the parent organization in Chicago must have been considerable since it is noted 
that in the years 1929 and 1930 the Canadian company purchased from affiliated 
companies in the United States goods to the value of $10,853,245.51 and 
$/7,309,459.61 respectively. In subsequent years the purchases were not so con- 
siderable. 


By Mr. Thorson: 

(. One of the causes of the Canadian company not making a profit might 
have been that the goods were billed to the Canadian branch at this higher 
rate?—A. Agreed. : 

Q. And that the American branch of the company would make that extra 
- profit?—A. Exactly. 

Q. Whereas if it had billed the Canadian company at the lower rate, the 
Canadian company might have shown a profit?—A. Exactly. It meant that the 
profit was diverted. Put it this way, that the profits of the company became 
chargeable for income tax in the United States rather than in Canada. yal er os 
not know whether the fact of income tax has any bearing, but that gives you the 
import of it. : 

Q. Have you any idea what amount that diverted of profit?—A. Basing 
it on what Mr. Morton said, in the year 1929, you would have about $1,300,000 
diverted; that is on $10,853,000. But taking the period of 1930 with $7,359,000 
you would have a little under $900,000. That would be $2,200,000 in the years 
1929 and 1930. That has a definite bearing on whether the company is making 
a profit or loss in terms of the way this committee is approaching the situation. 
Continuing: 

The company is being asked to produce for the committee a statement of 
the effect in dollars per annum of this practice upon the profits of the Canadian 
company for the years 1913 to 1935 inclusive. ‘ r 

I am informed that this ruling is not effective on all shipments from the 
United States affiliate of the Harvester Company, but will endeavour, if possible, 
to authenticate the reply when submitted, and to place before you at that time — 
more definite information. | i 

Note: As a matter of interest the financial statements of the Canadian 
Company show extra compensation for officials and employees as follows: 

I am obtaining information on that line also. 


By Mr. Thorson: 
Q. Would that enter into the question of factory overhead?—A. No. 


By Mr. Donnelly: 
Q. Bonuses?—A. Yes. They would be appropriations of profit. 
Q. Bonuses to high officials?—A. That is a matter of conjecture. — 


By Mr. Thorson: 


(). Would that be an appropriation of profit?—A. Appropriations from 
profit. In other words, suppose that their sales had been $1,000,000, and that 
[Mr. Walter J. Macdonald.] | 
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they made $100,000. They might appropriate $25,000 in year-end bonuses, 


reducing their profits to $75,000. But it has always been treated as a year-end 
adjustment the same as dividends. 

Q. What would they do in the years that they were supposed to have lost?— 
A. They do not do anything of that description. 

Q. Nothing of the sort?—A. No. 

Q. It is only in the years they made a profit?—A. In the profitable years. 


The CuarrmaAn: All right. Will you continue, Mr. Macdonald? 
_ Wrrness: That concludes what might be termed the caption under manu- 
facturing. The next main caption is distribution. 
Distribution - 


From table No. 6 of the auditor’s report as printed in the proceedings of 
the royal commission of 1934, it is adduced that the farmer’s dollar spent in the 


purchase of farm implements was divided somewhat as follows in 1929:— 


Pr AOLODY NOOR NS eos Vay emu en ue shy hai §2'-3e. 
Freight from factory to point of sale.... 8: dic. 
Sellings expense— | 
Comnvyissions! oo. ey TCM te 17 0c. 
Other salés expense 2.00.) 0 e204 9-8e 
39°3C 
cI) RE ee ae SI Th i ERUA reaIU 87): 6c. 


leaving a balance available for management expense, collection and bad debt 


, 


‘f 


a 


expense, experimental work, etc., net of interest received 12-4c. 


By Mr. Thorson: 
Q. 47-7 cents between factory cost and— —A. And overhead. 
(. —the price that the farmer pays?—A. Administration. Yes, exactly. 
From this it will be obvious that the cost of distribution is almost as large 
a factor in the price of farm implements as is the cost of production at the 
factory, amounting to 35-3 cents on the dollar. 
I shall deal with the factors of distribution in the order in which they 


appear in Mr. Graham’s report. ! 
I. A &B. 


COMPARISON BETWEEN THE CANADIAN AND UNITED STATES SYSTEMS OF DISTRIBUTION 


The information available to the Royal ‘Commission on Price Spreads and 


Mass Buying on this phase is incomplete and the auditors indicate that they 


have been unable to obtain accurate comparisons between prices north and 


_ prices south of the international boundary. 


If you wish, I can read the section of the auditors’ report in which that is 
covered. It is pages 31 and 32 of the auditor’s report. | 


By Mr. Donnelly: 


Q. How do they approach this question? Do they approach it at all?—A. 
They sought to obtain information. Perhaps if you are interested, it should be 
read. 


By Mr. McLean: 


Q. Is that from Price Spreads?—A. No. It is from the auditor’s report. 
Q. Which auditor?—A. The auditors to the Price Spreads Commission, 
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Q. It will be in the evidence?—A. It is in the evidence, but it is in frag- 
mentary form. You know how it goes, they read a part and somebody inter- 
jects a question. I shall read it. Page 31:— | 


COMPARISON OF SELLING PRICES IN CANADA AND THE UNITED STATES 


It is impossible to make any accurate comparison of the retail selling 
prices of particular implements or parts in Canada with those prevailing 
in the United States, for the following reasons: . 

1. The method of selling in the two countries is entirely different. 


2. With a few exceptions only, the machines sold in Canada are not 
entirely comparable technically to the machines sold in the 
United States. This is exclusive of machines manufactured in 
the United States and exported for sale in Canada. 


Generally speaking, in the United States the agricultural implement 
manufacturers sell their products to dealers who in the past have usually 
been responsible individuals or companies with some capital. While 
United States manufacturers prepare a suggested retail price list which 
their dealers may use as a guide if they so desire they make no actual 
stipulation as to the retail price to be charged to the farmers. The prices . 
at which implements and parts are sold to the farmers are decided upon 
by the dealers, and may vary considerably. Dealers within a compara- 
tively short distance of each other may sell the same machine at different 
prices; one dealer may sell a number of machines at one price and clear 
the remainder which he has on hand at greatly reduced prices. The retail 
price of a particular machine cannot therefore be accurately determined. 


Mr. Neepuam: This is not applicable to western Canada, is it? 
Mr. Tuorson: No. He is speaking of the United States. 

Mr. Newpuam: Of dealers? 

Wirness: This is the United States dealer. Continuing:— 


us In Canada, on the other hand, the Canadian manufacturers set the ~ 
Me retail price at which implements and parts are sold to the farmers. They 
expect their agents to comply with the published price lists and state | 
that the vast majority of sales are made in compliance therewith. The © 
- officials of some of the United States companies stated that while they 
too set the retail prices for use in Canada, they do not check their agents © 
to see that the implements are always sold in accordance with these © 
prices, being content if they receive the net amount, after deducting the 
agents’ commissions. | | 
The officials of the United States companies stated that the selling 
prices in Canada are somewhat higher than the average retail selling 
prices in the United States for implements manufactured in the United 
States and sold in both countries. They stated that for purposes of a 
eeneral comparison the prices for their products shown in the Canadian 
retail price lists could properly be compared with the prices shown in the 
suggested retail price lists in the United States, after giving effect to 
freight adjustments. Comparisons were made of the selling prices at 
comparable points in Canada and the United States for a number of 
machines manufactured in the United States using the suggested retail 
price in the United States and the published retail prices in Canada as a 
basis, after giving effect to freight adjustments. It is impossible, how- 
ever, to verify without a considerable amount of research, whether or 
not the basis of comparison used is a fair one. For this reason the com- 
parisons made are not submitted in this report. 
[Mr. Walter J. Macdonald.] 
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No real comparison can be made of the selling prices in Canada 
and the United States in the case of machines manufactured in Canada 
as the Canadian manufacturers sell only a very small percentage, if 
any, of their output in the United States. 

- The selling prices of machines manufactured in Canada cannot 
satisfactorily be compared with the retail selling prices of machines 
produced by other manufacturers in the United States owing to technical 
differences in the machines manufactured by different companies. Any 
such comparison would be valueless for this reason. 

Similarly any attempt to compare the retail prices of comparable 
repair parts in the United States and Canada might lead to incorrect 
conclusions owing to the fluctuating prices prevailing in the United 
States. | 


Your committee has approached this matter from a slightly different angle 
and this point, I am told, will be dealt with in the information available from 
- surveys now being made by the provincial governments. 

They are sending representatives down to investigate this matter, on the 
spot close to the international boundary in certain of the provinces. 


By Mr. Thorson: ; 


Q. With a view to giving comparable prices?—A. Yes. 
Q. On comparable implements?;-A. To the farmer in each case. 
Q. On each side of the line?—A. Yes. 


By Mr. McLean: 


Q. Do you know how many of the governments are doing that?—A. I am 
not quite sure. Mr. Graham has full information on that. He has been handling 
that end himself. I do know that both Manitoba and Saskatchewan have 
started, and that they are working in conjunction and along similar lines. 
Continuing: 


I. C. Commissions. 


No extensive inquiry into this phase was conducted by the Royal Commis- 
sion but it will be observed from table X that the rates af commissions have, 
increased considerably over those effective in 1913. 

Your committee ask the implement companies for a comparative statement 
of rates of commissions on typical farm implements in the years 1913 to 1935 
inclusive, together with some explanation of the varying rates of commission in 
force from time to time. | 


P.C2 Credit Policy. 


This phase of distribution was thoroughly covered by the royal commission 
in that they made a careful study of the relationship between cash prices and 
term prices. They conclude and it is evident from their figures that the per- 
centage added to cash price for deferred payment contracts is not commensurate 
with the collection costs and bad debt losses incidental to the credit business. 


The report of the auditors shows the following information at page 22:— 


Company No. 1 


Average for ten years 1924 to 1983— 


Percentage of collection expense to instalment sales.... 10% 
Percentage of bad debt loss to instalment sales....... 9%-11% 
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Company No. 2. : 
Average for eight years 1926 to 1933— 
Percentage of collection expenses to instalment 


BALES een ls. i vckee aes WE Shon cesta DRO TIN Shae Ghee ee 7:6% 
Percentage of bad debt loss to instalment | 
BEES ee EUS cease a 8 meat ammatan aici CA lg og oir aan se ete 11-°5% 


The officials of Company No. 1 above estimated the additional reserve 
which should have been provided at the end of 1933 to adequately provide 
for the receivables outstanding at that time. If this additional estimate 
was added to the losses incurred during the period 1924 to 1933, the 
percentage of the bad debt losses to instalment sales would be increased 
to 16°5%. 


By Mr. Donnelly: 


Q. Does it give you anything there as to the increased price of sales as 
well? There is not only the agents’ sales cost. You know if I am agent for 
example, for the International Harvester in one of these little villages out in 
the country, and a man wishes to buy a binder or combine, I will get in touch 
with the head office and they will send a salesman?—A. Yes. 

Q. He comes from the company?—A. Yes. 

Q. The salesman comes out and stays there probably a day or two?—A. Yes. | 

Q. To try and sell that combine?—A. Yes. | ; 

Q. And that is extra expense for sales?—-A. Well, that is selling expense. 

Q. That is selling expense?—A. Yes. 


By Mr. Cleaver: 


@. As I understand you, if the company were to set up their sales price 
so that they made an equal profit out of cash and time sales, then the selling 
price of implements sold on time should be 20 per cent plus whatever interest 
the company loses through being out the money. That is the position, if I } 
read that paragraph correctly ?—A. Yes. | 

Q. It says it was shown that collection expenses and notes written off as 
uncollectable over a ten year period had each amounted to about ten per 
cent. That means a total of 20 per cent?—A. Yes. 

@. Clearance?—A. Correct. oe 

Q. For loss from non-collection and collection expenses?—A. Yes. And if 
they had a reserve at the end of the period, they would run it up to 26-5 
per cent. " 

Q. So that to set both sets of prices on a par, the time price would have 
to be 20 per cent plus whatever your loss in bank interest was?—A. Yes. _ 

Q. Or borrowed money?—A. Yes, above the cash price, in respect to that 
portion of sales which was on the deferred basis. | , 

Q. That is what I am referring to—A. Yes. In other words, here is a 
binder which is sold for $263 on a down-payment of, we will say, $70. That 
would mean that on $193 there would have to be a surcharge.. The actual 
amount of that surcharge in the case indicated here is $14. They charge $279, 
the two-fall price, which is $16 in excess of their cash price; obviously reducing 
that down, it is less than 5 per cent. But it costs them actually, according to 
those figures, somewhere well in excess of 20 per cent to extend that credit. 

Q. So that they are really subsidizing the time sales by charging the cash 
buyer too much for the implement?—A. That is true. ) 


Mr. McLean: That is one of the big troubles in the industry. It has - 
always been that way. : ' | 
[Mr. Walter J. Macdonald.] 


. AGRICULTURE AND COLONIZATION 203 


2 Witness: Those are very important figures, and I am very glad Mr. Cleaver 
commented on them; because it struck me that it was a salient point in the 
findings of the Price. Spreads Commission. 


By Mr. Donnelly: 


Q. The men who buys for cash never gets consideration in the price?— 
A. No. He does not get as much as he should, in terms of these figures. 


Mr. DonnELLY: That is so. One of the reasons for those bad debts is that 
the local agent goes out and’ says, “ Well, I will go and get $500 on this combine 
I will get a certain amount of commission. This man is probably no good, 
but I am going to get my commission on the $500. Let the International 
Harvester collect the other $1,000 or $1,500. If they can collect some of it, 

I will get some of it. If they do not, all right.” He gets the salesman to go 
out and make a sale, because he knows he is going to get his commission, 
although he knows the man is no good. 


Mr. Neepuam: Under the International contract, the agent is liable. 


Mr. Donnetuy: But nine-tenths of the agents are not worth anything. 
Nine-tenths of them will sign anything. 


Mr. McLean: Some companies, of course, accept or reject the purchase 
immediately. If they reject it, the agent can use his judgment about going on. 
If they accept it, he can hold them to it,, and they have got to pay hig 
commission whether they ever collect or not. 


The CHarrMAN: Will you proceed, Mr. Macdonald? 


Witness: Your committee has devoted a section of the questionnaire to the 
question of bad debts and other collection losses. It is section VII which I will 
read :— 


Section VII—Bad Debts 


State the following in regard to bad debts as an expense factor:— 
A. An analysis of each bad debt, repossession or similar reserve 
-account for each of the years 1926 to 1935 inclusive, broken down as 
follows— 
1. The amount at credit of the reserve at the close of the 1925 
fiscal year, 
(a) As to Canadian sales, 
(6b) As to foreign sales. 


2. The amounts credited to the reserve as additional provision 
in each year, 1926 to 19385, 
(a) Canadian, 
(b) Foreign. 


3. The write-offs debited to the reserve, net of recoveries, in each, 
(a) Canadian, 
(b) Foreign. 


4. The amount of credit of the reserve at the close of the 1935 
fiscal year, 
(a) Canadian, 
(6) Foreign. 


5. Any other factors in the reserve not above enumerated, give 
particulars. 
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B. State where the reserves indicated in A.2 were provided from, e.g. 
1. Profit and loss account, 
2. Surplus account, 
3. General reserves, 
4. Other sources. 


C. The amounts written off for bad debts, repossession and similar 
losses-in each of the years 1926 to 1935 but not debited to the reserve 
accounts indicated in A, where debited in your operating accounts and 
financial statements, and divided as between Canadian and foreign 
accounts. 


D. Are these reserves (A.4) considered sufficient to take care of all 


losses in collection of accounts receivable outstanding at the close of the 


1935 fiscal year in the ordinary course of business, 
(a) By your management, 
(6) By your auditors. 


E. If these reserves be considered inadequate (or over adequate) for 


the purpose, state approximate amount by which they should be increased _ 


(or decreased). 


Note—The information required in A, B and C may perhaps be 
given in tabular form. 


I.C.3. Servicing. 


The royal commission devoted particular attention to the question of parts 


sales (pages 27 to 29 auditors report) and established that the percentage of 
parts sales to total sales in Canada of the two largest companies appeared as 
follows: 


International Harvester Company of Canada— 


BO WY CAE RO DR 7 sts | rd tas TR icy, mab Auta Wace Meee ie 86% 

Biioin Year LORRs ds ee iis see ae oO Neal AR oe 
Massey-Harris Company, Limited— 

BOW (Veer R OO ete ok Vine eke ils ac a eet ae 11:4% 

PT eh oY an OGD ae ie Na Re kerr ag Cann 8 nea eee Ue Ca 33°4% 


It is obvious that in years of low implement sales the sales of repair parts 


will be correspondingly high. 


The maintenance of large repair parts stocks at many points of operation 


is commented on in page 28 of the auditors report as follows: 


_ [Mr. Walter J. Macdonald.] 


Stocks of Repair Parts. 


Under existing legislation in the provinces of Manitoba, Saskatche- 


wan and Alberta, companies are required to keep at stated places within 
the province, all necessary repair parts for machines sold by them (sub- 
ject to minor exceptions) for a period of ten years from the date of the 


order. In practice many companies maintain stocks or repair parts for 


considerably longer periods than is required under the legislation referred 
to. An indication of the number of places where repair part stocks are 
kept, exclusive of the main factory warehouses, is given in the following 
table showing the number of places where such stocks are maintained by 
two large Canadian manufacturers:— 
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Table 15.—NuMBER oF Repair Part Stocks or Two MANUFACTURERS 


ee | Company A. Company B. 
Warehouses at branches and transfer points. 20 34 
Shoe TLM OC eTERY eS kate Tin Mies wea: arch SOE 2,404 


1,668 2,438 


Or slightly in excess of 4,000 places where they keep parts stocks. 


The officials of all companies questioned regarding sales of repair 
parts stated that it was their company’s policy to maintain stocks at as 
many places as possible in order that the farmers should be enabled to 

- obtain any necessary repairs with a minimum of delay. They stated 
that this policy is expensive as it is necessary to maintain a very large 
inventory of spare parts which turns over slowly and a considerable 

amount of clerical work is involved in recording and accounting for the 
repair parts at the various places where stocks are maintained. Losses 
due to obsolescence are also considerable. 


By Mr. McLean: 


Q. Those losses, of course, are charged to their agents to quite an extent ?— 
A. For their losses due to obsolescence they would not charge up on top of 
loss. 

Mr. McLean: Oh, yes, they do. | 

Mr. Neepuam: They always mark up their parts. 

Mr. McLean: They charge up so much every year, do they not? 

Wirness: In regard to turn over of repair parts the average for the ten 
years ending 1933 for both of the large companies was similar, amounting to 
only one-third of the total inventory value of repair parts carried. In other 
words, the spare parts stocks are only turned over once in every three years. 
That means if they carry $10,000 of stock at any point, their normal sales 
would only be about $3,300 a year. 

The auditors submitted a table (table 17, page 30) in which they compare 


the selling price of all repair parts for seventeen machines with the selling price 


of each of the completed machines. From this it is adduced that the average 
ratio of repair prices to completed machine prices was 7 to 4; or to put it in 
another way, to build a new machine from repair parts would cost $175 for a 
machine costing in its completed state $100. 

It is interesting to note in this connection that, in respect of the binder one 
of the companies charges on a basis of $226 for parts to each $100 in completed 
machine values. 


By Mr. Donnelly: 

Q. There are certain parts that are used more than anything else?—A. 
Agreed. | 

Mr. DonNELLY: Those are the ones you find are up in value.. 

Witness: As the binder part sales comprise a large proportion of total 
sales, this might be significant. 

Mr. THorson: That does not touch Mr. Donnelly’s point. 

Wirness: I was aware of that point, and it is well made. I do touch on it 

In view of the very complete information tabulated by the auditors to the 
Royal Commission it has not been considered necessary to deal with this phase 
in the questionnaire submitted on behalf of your committee, but it is intended 
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in visiting the plants, that some inquiry should be made into the relative selling 


prices of quick moving as compared with slow moving repair parts and as com- 
pared with factory costs thereof. 


IT. Interest Rates Charged. 7 
The following is quoted from the report of the auditors as to interest rates: 


Before After 

Maturity Maturity 

OMUARO CO ae nate per “annum 7% per annum 
MSMItODS 2k ae ana fe " 8%. o 
Saskatchewan.” 6.02) 48 Feo, oF % Too. ioe 
PV EPCS ch TI ies ct ee ig arin . po rea - 


Ill. Freight Rates. 


This point has not been covered by the Royal Commission. You have 
already heard a submission by Mr. Bangs of the Bureau of Statistics and the 
statistical information furnished by him must be used by your committee in 
evaluating the increase in freight as a distribution factor applied to typical 
implements, having due regard to the difference in weight of the present day 
machine compared with that of 1913. 


IV. Trade In Problem. 


This matter was not touched upon in the report of the Royal Commission. 


It is anticipated that information will be available to your committee from — 


the provincial governments in this regard. 
It is difficult to elicit such information by questionnaire. 


V. Retail Prices: 


I have already dealt with retail prices of repair parts in one of the fore- 
going paragraphs. 


The Royal Commission tabulated the prices of certain typical implements, | 


(a) over a five year period between 1929 and 1933 inclusive; and (b) in certain 
years between 1913 and 1934. Detailed information as to the trend in prices 
over the whole period 1913 to 1935 is now being requested by questionnaire, 
and we have had a partial reply at least from one of the companies. It is 
quite comprehensive. | | : ; 


VI. Export: 


The Royal Commission confined its activities to the Canadian end of the 
operations of the companies. Your counsel and I have compiled a question- 


naire in regard to this phase of the enquiry and have already received some — 


replies thereto. 


That is referred to in section VIII of the questionnaire. [ do not think it 
is worth while reading it to you, unless you are particularly interested. 


Then I come to my conclusion: This, gentlemen, concludes the remarks 
I have to make at this time. I pay tribute to the auditors of the Royal 
Commission for the very useful tabulations which they have produced and which 
have a definite value to your committee. | 


I think it will be obvious to you, that as your auditor, I have a heavy 
program of work ahead of me in tabulating, digesting, investigating and finally 


reporting to you on the replies which we shall receive from the implement 


companies concerned. 
[Mr. Walter J. Macdonald.] 
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By Mr. Thorson: 
Q. Mr. Macdonald, when will it be reasonable to expect that the replies 


- to the questionnaire will come in, in such form that they can really be proceeded 


with?—A. On Tuesday I went to Toronto and met the implement companies 
for the second time. As you have been told at other meetings their representatives 
came here on the 8th of April and we had a satisfactory conference at that 
time at which our needs were thoroughly explained to them. The understanding 
was that I would go to Toronto and meet them there to discuss certain phases 
of the questionnaire on which they were not able to give an idea of the 
reliability or accessibility of the underlying records. That visit took place 
on Tuesday. There were present eight representatives from the three large 
companies, and I indicated that the Committee felt that there must be a reason- 
able amount of speed in obtaining these replies. I asked them as we went 
through the subject matter which was before us, namely three sections of the 
questionnaire, to have this thought in the back of their minds and I would 
like them to tell me at the conclusion of the interview how much of it—and 
if possible I wanted it all—they could let me have by the 25th of May. The 
volume of material required is considerable, but with a few compromises, (which 


are only temporary ones) the companies agreed to place in my hands practically 


all the information that I asked for by the morning of May 25th. 

Q. Have the companies had the whole questionnaire now?—A. ‘They have 
had the whole questionnaire, excepting a few questions which will not involve 
much work. | 


By Mr. Donnelly: 


Q. You said that the provinces were making certain investigations. Have 
you had any answers from them?—A. Not yet, but there is some information 
from the provinces indicating that their replies will be available within a 
reasonably short space of time. 


By Mr. Thorson: 


Q. After you get the replies to the questionnaires can you form any opinion 
as to the time that will be necessary in order to tabulate, digest, investigate 
and report on them?—A. Well, that is a very difficult question to answer. It 
depends entirely on the comparability of the replies that are received. 

Q. Yes?—A. I have indicated to you as I went through this material to-day 
a number of instances where the records of the companies are not comparable. 
I know that to start with. 

Q. Where they are not comparable what would have to be done?—A. You 
would have to go into their plants and examine their records and endeavour to 
make them comparable. ° 

Q. Yes?—A. You would have to take this factor out of here and put it 
up here in order to make a comparable picture. That is probably the most 
difficult matter ahead of me. Another difficult matter is the correlation of the 
raw material information with such carts as we have seen here to-day, and 
the explanation of these very apparent differences—I would almost say absur- 
dities—when you apply such a yardstick, for instance, to the figures we have 
in table X. 


Q. Then I suppose when you get the replies you would want to test these 
replies against some other information, statistical or otherwise?—A. That is 
the point. I frankly feel—it has been said right along, I think in Mr. Graham’s 
initial submission it was mentioned—that I should go into the implement 
companies and examine their records. Frankly, it is impossible for one man 
to do that, on account of the mass of records which you will find in a company 
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of the size of the International Harvester company. And I think in examining — 
them you will probably have to visit both Hamilton and Chicago. The size 
and volume of records you would find in the Massey-Harris company are beyond 
my individual powers to examine. 

Q. Then, you might have to test them against some statistical information? 
—A. Yes, from some other sources. 

(). Or some other information that some branch of a department may have? 


The CHairMAN: Gentlemen, may I suggest that I think the evidence from 
Mr. Macdonald is now complete. If there are any questions you would like to 
ask pertaining to his submission you might ask those questions. This other dis- 
cussion may be taken up later on. . 


Mr. Warp: Do you not think, following up the question by Mr. Thorson, 
that if it is made clear to the representatives of the company who will come 
before this committee as witnesses, it would help if they were told that this 
committee will expect them to be in possession of all the information with 
respect to almost anything that this committee may ask? JI have in mind the 
many occasions on which we have found similar witnesses coming before com- 
mittees and when they got here they had very halting memories, they had 
excuses, they didn’t expect this question to be asked, they did not know, and 
all sorts of excuses so as not to answer the questions that would be asked by 
members of the committee. Are these men warned that when they come here 
they will be expected to answer all questions pertaining to their business? 
Surely the men who have grown up in the business as executives will be able — 
to answer these questions and to give us information of the type Mr. Thorson 
has in mind. I do think they should be warned by you, Mr. Macdonald, that. 
they will be expected to be prepared, and this committee will not be satisfied 
with faulty memories and all the other excuses that we so often find in similar 
eases where witnesses of this type come before our committees. 


The CHatrrMAN: In reply to that, Mr. Ward, may I say that the imple- 
ment companies have indicated a very general desire to co-operate with us. 
We expect that the implement companies will come prepared to lend their. full 
assistance to this inquiry, and to co-operate fully. } 


By Mr. Perley: 

@. You mentioned May 25, do you think it would be possible to call wit- 
nesses from the implement companies by that time? What kind of witnesses 
would you need?—A. I think that is a matter really for counsel to answer. I 
do not think that I would like to make any reply to that. 

Mr. TuHorson: For the purpose of analysing this information? 

Witness: How long would it take? 

Mr. THorson: Yes, to analyse this information. 

The CuHarrMan: There is another question, Mr. Perley, it would take 
some time. I would not hazard a guess at it. I am satisfied it could not be 
done in less than three weeks. | 

Mr. THorson: ‘That is my opinion, too. 

The CuHatrrMAn: Before we adjourn may I say har Mr. Rutherford Bis 
morning was good enough to hand to me a statement that he prepared on a 
question that was directed to him the other day. It shows the average wages 
per hour in the farm implement industry in 1913, and from 1920 to 1985; 
together with a statement of the number of wage earners and average wages 
per year in the farm implement and machinery industry from 1920 to 1934. 
Perhaps the committee would agree to have this included in to- -day’s evidence? . 


Some Hon. Memperrs: Agreed. 
(Mr. Walter J. Macdonald.] 
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TABLE 2—-NUMBER OF WAGE EARNERS AND AVERAGE WAGES PER YEAR IN 
THE FARM IMPLEMENT AND MACHINERY INDUSTRY, 1920 TO 1934 


1924 so 


Wage Wages 

Earners Dollars 
POZO: Hee ey 11,120 1,249 
Dead ee ye tees 7,534 1,185 
1 yo aR er ee cae 91 4.873 985 
PO ae eer 6,439 1,043 
Deen eo ese 5,412 1,085. 
Ay 2a RC or th id a Tae 6.206 1,101 
dB 30d 1 Dales Oi Pek eg 8,563 1,178 
AO? (eer Sut 9,493 1,146 


Number of Average 


Witness retired. 


The CHAIRMAN: 


Some Hon. Menmsers: 


The committee adjourned at 4.45 o’clock 


the chair. 


Agreed. 


BS Sage See enn eae 
LAs NE tale i Dal anit 
TOSCO. yom es 
31. 

DD 2 35 see Ue seve 
VO as! us greed od aa 
1934 Je2 


Number of Average 


Wage 


Earners 


9,208 
9,643 
5,875 
3,407 
2,067 
2,424 
3,128 


Wages 
Dollars 
1,158 
1,187 


“Y,134 


869 
859 
805 
858 


Shall we adjourn to meet again at the call of the chair? 


p.m., to meet again at the call of 
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(Farm Implement Price Inquiry) 


WITNESSES: 


Mr. V. C. Nauman, Assistant Commissioner of Excise, Department of 
National Revenue. 


Mr. L. E. Allen, Chief of Drawback Branch, Department of National 
Revenue. 

Mr. Edward H. Richards, Dominion Customs Appraiser, Department of 
National Revenue. 


Mr. Lloyd Robert Younger, Reviewing Appraiser, Tariff BNE Depart- 
ment of National Revenue. 
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ORDERS OF REFERENCE 


Fripay, March 13, 1936. 


Ordered—That the said committee be given leave to print 500 copies in 
English and 200 copies in French of the minutes of the proceedings and of the 
evidence before it, together with the papers, documents, and records to be 
incorporated with such evidence from day to day; and that Standing Order 64 
be suspended in relation thereto. 

Ordered,—That the said committee be empowered to appoint and employ 
and pay counsel to assist in the investigation now before it, and also to employ 
and pay auditors and such experts as may be considered necessary. 

Ordered,—That the said committee be given leave to sit while the House 
is sitting. 

Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 
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MINUTES OF PROCEEDINGS 


The Standing Committee on Agriculture and aoe met this day at 
11 a.m. 


, Frimay, May 29, 1936. 
The Chairman, Mr. W. G. Weir, presided. 

. Members present: Mosge Bertrand (Prescott), Black (Chauteauguay- 
Huntingdon), Bouchard, Cleaver, Coldwell, Davidson, Donnelly, Dubois, Dupuis, 
Evans, Furniss, Golding, Gosselin, Graydon, Johnson (Lake Centre), Leader, 
Leclere, MacRae, McKenzie (Lambton- Kent), Mitchell, Motherwell, Needham, 
Patterson, Perley (Qu’Appelle), Rennie, Robichaud, Ross, Stirling, Tdylor 
(Norfolk), Tomlinson, Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., counsel for the committee, and 
‘Mr. Walter J. Macdonald, C.A., auditor for the committee. 

| Ordered, —That the tables presented by Mr. R. T. Graham, K.C., in relation 
to questions asked by the members of the committee at a previous meeting, be 
Benes as Appendix No. 5. 


| The chairman read into the record letters received from various agricultural 
‘implement firms in response to inquiries made by the committee’s counsel and 
auditor. } 


‘Mr. V. C. Nauman, Assistant Commissioner of Excise, Department of 
National Revenue, was called and examined and retired. 


Mr. Edward H. Richards, Dominion Customs Appraiser, called, examined 
(re dumping duty) and retired. 


Mr. Lloyd Robert Younger, Reviewing Appraiser, Tariff Division, Depart- 
ment of Customs, was called, examined and retired. 


Ordered, RPh ad the submission of Mr. Younger, together with the tables 
therein, be printed as Appendix No. 6. 


The hour being one o’clock, the parameee then adjourned to meet again 
at the call of the chair. 


WALTER HILL, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 231, 
May 29, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed 


to inquire into the prices of agricultural implements met at 11 o’clock, Mr. Weir, 
the chairman, presided. 


Mr. R. T. Granam, K.C., counsel for the committee. 


The Cuamman: Gentlemen, if you will kindly come to order we shall 
proceed with our meeting. At the last meeting, Mr. Macdonald, the auditor, 
in giving his evidence, had two statements in the form of tables to which he 
referred several times. They were not included in the evidence of that day, and 
I think we should include them in to-day’s proceedings as appendix 5. The title 


of the tables is “The material cost, productive labour cost, freight, agents’ 


commission and retail price of three specified implements expressed as per- 
centages of the comparative figures for the year 1913;” also “ Prices of certain 
materials used in implement manufacture, freight rates on implements and wages 
per hour in the implement industry, expressed as percentages of the comparative 
figures for the year 1913.” Then, we have the table which was referred to by 
Mr. Macdonald as table X. 

Mr. Gotpinc: They were not included in the last day’s proceedings? 

The Cuamrman: No: they were overlooked. Then there were two or three 
questions asked by certain members of the committee. I think Mr. Graham has 
the answers to those questions now, and I think they should be given. | 

Mr. GraHam: Dealing with the question asked by Mr. Evans with regard to 
the Crowsnest Pass agreement and the comparison of the upturn of prevailing 
rates on farm implements going west as compared with the Crowsnest, you will 
remember the answer was the differential was 10 per cent. Mr. Bangs from the 
Bureau‘of Statistics drew to my attention certain facts concerning the Crowsnest 
Pass, and I think the correction should appear in the evidence. I think the 
safest way to do it would be to read the section,— 

That a reduction shall be made in the general rates and tolls of the 
company as now charged, or as contained in its present freight. tariff, 
whichever rates are now the lowest, for carloads or otherwise, upon the 
classes of merchandise hereinafter mentioned, westbound from and inelud- 
ing Fort William and all points east of Fort William on the company’s 
railway to all points west of Fort William on the company’s main line, 
or any line of railway throughout Canada owned or leased by or operated 
on account of the company, whether the shipment is by all rail line or 
by lake and rail, such reduction to be to the extent of the following per- 
centages respectively, namely 
Inter alia: | 

Agricultural implements of all kinds, set up or in parts.. 10 per cent 
and that no higher rates than such reduced rates or tolls shall be hereafter 
charged by the company between the points aforesaid: such reductions 
to take effect on or before the first day of January, 1898. 


You will note the importance of this. Mr. Bangs tells me that the agreement 
provides that a reduction of 10 per cent shall be made in the freight rates then 
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existing. The agreement provides also that no higher rates than such reduced 
rates or tolls be charged thereafter. Any increases that have occurred since 
then would not effect the commodities covered by the Crowsnest Pass agreement, 
had the agreement remained the law, because these rates are fixed by that 
particular paragraph. Mr. Bangs tells me also that no rates prior to 1913 are 
available; that is, it will be difficult to secure rates as far back as 1897. He 
instructs me further that assuming that in 1918 the prevailing rates in effect 
approximated the Crowsnest Pass rates, the present prevailing rates would be 
approximately 40 per cent higher. 


The next item to which reference was made is flax prices. 
Mr. Leaver: 40 per cent would be the prevailing rate now? 


Mr. Granam: It would be the differential between the Crowsnest Pass and 
the prevailing rates. Mr. Donnelly and Mr. McLean asked for certain informa- 
tion about flax prices during the period. Mr. Greenway has secured these data 
for me. I notice Mr. McLean is not here this morning, but Mr. Donnelly will 
remember that Mr. McLean asked if the rise in price of linseed oil was justified 
by the flax price. At that time Mr. Greenway thought that the 1929 prices 
were higher than the 1986 prices. The reverse is true. I shall file this table and 
ask that it be included in the evidence. This table will give you the comparative 
figure for flax as compared with linseed oil. | 


DOMINION BUREAU OF STATISTICS—INTERNAL TRADE BRANCH 
INDEX NuMBERS OF WHOLESALE Prices oF Firax No. 1, 1929-Marcu, 1936 


(1929 =100) 


Klax No. 1 C.W., 
per bushel Fort 
William and 
Port Arthur 


cash basis— 

1929..........] 80-7} 86-1} 87-3} 85-1} 86-4} 89-1] 107-0} 109-7] 119-3] 122-4] 114-3] 121-1] 100-0 
1930..........{ 105-9) 105-4} 102-6} 102-2} 92-2} 89-0) 75-2} 68-3] 60-3] 54-4] 44-31 41-1] 78.9 
1931..........{ 39-9} 40-8) 43-5} 43-7} 44-6] 45-0] 49-7] 43-6] 41-0] 39-7] 44-4] 41-6] 42-1 
1932..........] 41-5] 42-7) 42-7| 41-5) 35-3] 30-2] 28-6] 30-2] 33-0) 29-8] 29-31 929-61 34-5 
1933..........| 82-4) 32-7) 33-3]' 35:3} 46-2] 57-0} 68-7| 59-31 61-9] 54-9] 58-6l° 59-5 49-9 
1934..........] 62-2) 63-3] 62-9] 63-0) 66-2] 67-81 67-2) 68-4] 63-7; 56-21 56-41 59-0 63-0 
1935.....7....} 60-4) 59-8) 58-2} 59-3) 56-4). 51-1] 51-6] 52-1] 57-4] 59-4! 59-4 61-3} 57-1. 
1936 67-1} 66-9} 66-2 


May 18, 1936. 


_ Mr. Donnetiy: Flax went down and linseed oil went up? 


Mr. Grauam: Yes. Then there was another item on which Mr, Coldwell, 
Mr. McLean and several other members wanted information. That was the 
comparative prices of white pine, fir and oak. Mr. Greenway prepared a com- 
parative table showing the relative prices of Canadian white pine from 1913 to 
March, 1936, also B.C. fir. I shall file this table and ask that it be included in 
the evidence. : 
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DOMINION BUREAU OF STATISTICS—INTERNAL TRADE BRANCH 


InNpEX NUMBERS OF WHOLESALE PRICES OF CANADIAN WHITE PINE AND B.C. Fir 


(1913 =100) 
; Canadian 

—— White Pine| B.C. Fir 
EE a MEORB UES OU OE NINO bua M 2. GL fee CAV RMN SAGES CMM amr acca al ehh su MG telus, Ty 100-0 100-0 
ME Se ef ATIC Dong 25 an TID BURR MLA ASU RNY Oy EAA AOU AAR CR 88-7 94-2 
Ee ee CIMT RIE TR Sidi A Mac le ALE GPRM RSW Sa WiC RRA EC RC gh RD 81-6 84-3 
Mets a icy a ean ot Ae bg: pty Sapien ce UAV TEM, os c+ Lon PEA ia a POR ME 93-5 88-6 
LY Een er ee EL eee ee hi: Se EERE Pe er MU EA 2 Cine CaP Md Mig aU A AL 111-0 101-7 
EAs Pics Mie apie Ps Ua kn aces rag iad PY aC EG Wc Se Ee a 124-5 120-2 
LEI ye Me a SOM SEE CEST AE 0 Ris Mirae aunaleg atte gel ir CPM eta: ts dns A OM ANU | PL MRR Ha At SA MC TI 150-6 153-9 
(NS Sg Se tira CARs TI Be MM aie Tem, TR RO] en RE MAI SSG Ao a LT 218-9 142-4 
Se oS IR teach Ara ch R BIR smug SAMs Te RN NL a IG Vrs leh Lae OU 211-1 140-1 
ete PO Fate Si TG aC i i AOE ape ee a NR, “1PM AEA Ap Ae BR RR aL Se 184-8 126-4 
cert aU Ok oe Ogee MUS Sor alia 8 APE CPST tray Cn ea ASTON CLE UPR et OR Naa nN Ne RUM 184-6 133-3 
a es eee eral ctr TTA VEN OM ei NTC ta Cag A a OMA ati 174-6 a 124° 
TU TRIN BRT Oe 5 Mii Boat gh MSRM 1 Sie Sa VE) Sitio a tt RR Rt ALAS OE aia 167-5 118-6 
eee i ee: BN oemere ke cut eae) WUE a a Ree AN nln Bhai be Maegan AR OMe ah 165-9 119-0 
RE ol TR ME a yt LINE hE eR AR A ORE CR CECE 167-1 116-1 
ERS gl Soi Hi acts Umrah <a bmaraa Mae e aM ga 8S AMMAN CNY i, Skis aa, ae Rl SRR 163-7 126-9 
(VATE SSDS HOI gM uN PIAL yo a RR abe ACA Zips eh ARUN SICH SR EEN GN CARER 156-8 134-0 
SD Tenth eng 0 May Wh orem: uh k MR al Comet MRAM AT DS cAGh aor! Tee S hs 156-6 108-6 
5 ile SCONE gl OR RUSS PER aN ACORN PAL WARS ui he Rao tt cat Ny an A 147-8 86-3 
PRA SSD ET a A RIED ek as cco NRE NPD OR ae HT bila aoc Arma ema aN NO 136:4 76-9 
TEES Ae Seber I OSS AP) ie MMT UI Rg AG CCIM aR ARE st Na ML 7 hc 2 PU 135-0 82:6 

CV Wh 9 oR SPRAIN Tet eA Doster 7 Cr aa PASH SRY GC gt VOR CCAR PUR 144.7 101- 
ar etd eer dk nuts ieee ey Nets, RAR: deol geo 0 NTMLUN Dag aN dS gy Dl Not Selb ad 146-8 93-3 
CSE Bo NRE TS DEMME or i a gett LS CORP MG nPop aA cor 148-6 106-5 
m CN SN OY STI SR RUROI Ua Rea Duet WLS SS RSUCO PNR APRGMREN TA RILc L SaM CURES SUM a ta 149-0 113-5 
CN ETE aot Rea an ease MAUI pr dis 0 RNA ON RO RT BBR N= 1 a at Rai PAS RUPE eA PSU aM 151-0 112). 


-- May 18, 1936. 


a I asked him to give me the actual price per thousand so that it would give 
- you an indication of the comparative price line in 1918. Oak was $70 per 
-. thousand board feet at Toronto in 1913; fir was $40.33 per thousand, and in 
- 1936 (and this oak is red plain), firsts and seconds, this oak was priced at $75 
in Toronto. With respect to fir it is now $15.50. 

I observe from the answers to our questionnaires that maple is being used 
- in increasing quantities, and in view of the fact that the Bureau of Statistics 
have no information with respect to maple a comparison is made very difficult. 


S 
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The figures for oak and fir are as follows:— 


DOMINION BUREAU OF STATISTICS—INTERNAL TRADE BRANCH 
Prices oF Oak AND B.C. Fir 1913-Marcnu 1936 


No.1 common 
Oak, red plain} Fir, B.C. (fir dimension 
firsts and 2x4” 6-16’ |S & E 2’x4’ 


— seconds per and up per | 12’-14’ No.1 
M bd. ft. at} M bd. ft. Base per M 
Toronto Toronto bd. ft. f.o.b. 
; mill carlots 
$.. ets. $ ets. 3 Lots: 
1 OE OR ARERR a ROI OM Ne amie UE teed (Pine Cana 70 CO FAY oa Ba eb adit See polls 
UE Tae oe SRR eta: ee UG Ra RO CR RD A tan | ft eA 65 00 88: O05 ae ee eee 
DS Fev airns reece eg oe an Uma CALA tmnt, NG le Aa URSIN RE Vi Sat IR Ml RIMSII et 2 18 58 00 B45 00 0 eee a 
SIGN He: ees aR oes Cs. ar MAIL ARIES STR AMR oN di LION) Arc eaaen aistb 60 92 rt te 5 Se PIA cece ey doe 
1 ITU 8 RD RNA RR AE BE 3 As ee 67 67 A100) oy ane eee eee 
Ve Sota Nala eset UE At eu ean panei Ua meee ee eh.) Cia Cae eS 80 83 AS: DO! seh Oca eae ae 
OB aS Gave AIR SUN RRS RL ART 318) SI A BENIN NS LTE WA DRE My MRC (Ce 123 75 62. (OS eee eo tee 
SOU RE RECO Smeets In NU) GS Banae eae (PL 207 08 B45 (hte eae econ 
TOA Gee Og tn eter Goll SUN eA ema OM eA Sloe 0A JE a 152 92 56: 50" at be Aten ae ee 
RO 2a E NT en ey CiNbaaay ey SUSU PT SUR RG Rg ne MUN Se) ssc) 150 83 51: 00. eh ee ee 
1 UPAR NAST 2! Via ei aa SIG Ie ROOST ORLA ARB EE og oC 1507 Anan PB ak 144 17 ay Ci PRA Can ae ook Ones 
ho Bal ORO SO re OC Fg Ut i Gn RN a a 117 50 50-08. 45, Westone eae 
Ei ARN SH STARR RUNA HLM ON UC, CENT WV Zak abel Rat AN ORR RRL USAT INNA tals thy 110 00 40) 83 hoes Paar TBE 
LISA TRE RMN AA RN CH MU OR ale MEARNS LY OSU city (le RE ae aR RU 110 42 - 48 00 *14 88 
MG cares es VU me i yee Wy Une ei OMA RM hake a 105/00" les. oe 14 63 
ODS Badia REN pA aS i oe Wil Aas Lit ule! BAe Pi Ai eC tT OG, etn ee UPA 0 RW ROM ea ayn n et ieee 16 46 
TRU BAU Mt i SRS ai Be RR EAM LEY rs a ey PY i CST tN AL 2S a Ey, GOVOOR i ase Coe 18 17 
CPU DEM Sea A yee Ug HM Ramee Muay ERAN Rb. tN PA Re MRC, SOULS ik ha Fon See 14 00 
TG SGA SRO AUCS aa cea aan 1. 0 OLN ar ain Ray Hees 11 29 
1 OS Page TEES De NA OR Meet aoe DAP Uy is 2 AA aN RM a a CALOO EN eee: see ee 9 08 
Pe EIU IAS AB AES Mn RAC RCM RU We LVN S 2 1 a aE oS 1, as aa ae Bs gee ; 9 29 
TARY: SH aT EA INR ae Be RA Ye gO REC 0 Ie I TO HOO Ne ia ircbs tee eee oe 13 00° 
NAY Bo GN De at et A Mee OO A) BM and SPL itis eat TD 00 OR Pie eae 12 04 
MOO ORT io ick cio tate re ic MNO ER eM cheney ava Win Rael yeh NO TO OO See oe Sia 13 50 
OTM AT Hy eR an RE hs Re Rae USI tt Te L000 TS Sena ete 15 50 
1 TG SCE ERI ALG |) ee aR a2 F500 a2 cea ere tee 15 50 


*Freight from British Columbia to Toronto approximately $30.00 per M. 


Mr. Cunaver: Are those figures being placed in the record? 
Mr. GRAHAM: Yes. | 
Mr. Evans: Are these prices all f.o.b. Toronto? 


Mr. GraHam: I presume so, because they are using as the basis for their 
indices the actual price lists as supplied by these companies, and as most of 
them are in Toronto I think we may take it that these Prices: are f.o.b. Toronto. 
Shall I file that, Mr. Chairman? 


The CuarrmMan: You might give that to the reporter. 

Gentlemen, you have heard some discussion regarding the price trend on 
agricultural implements since the budget was brought down on May 1. I think © 
it is only fair to the committee and also to the implement companies that I 
should read to the committee letters that have been received from the implement 
companies. I think it is well to have this on our record, both in fairness to the 
implement companies and for the general information of the committee. The 
first one is from the International Harvester Company, and it reads as follows:— 


; 
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May 15, 1936. 


Mr. R. T. Grauam, KC., 

Counsel, 

Committee on Agriculture and Colonization, 
453 Confederation Building, 

Ottawa, Canada. 


Re—House of Commons Inquiry into Prices of Farm Implements 


Dear Str,—I am pleased to send you herewith for your information, 
copy of our letter of May 8 to our branches, accompanied by a long list 
of imported machines on which we have made price reductions, in view 
of the recent budget reductions in tariff from 125 per cent to 73 per cent. 

These lower prices became effective May 2, but we are also applying 
them to the stock of imported machines now on hand in Canada, which 
represents a considerable portion of our 1936 requirements. This stock 
was brought in at the higher rates of duty previously in force, but 
regardless of that fact, we are passing the saving made by the duty 
reduction along to our customers. 

I am sending a copy of this letter, and our list of reduced prices, to 
Mr. Macdonald for his information also. 


Yours faithfully, 


(Signed) F. M. MORTON, 
Vice-President. 


Then follows a copy of a letter addressed to the agencies in the different 
parts of the country, as follows:— 


Hamitton, Ontario, 
May 8, 1936. 


Subject: Price Reduction on Account of Changes in Duty 


Changes in the tariff which became effective May 2, 1936, reduced 
the duty from 124 per cent to 74 per cent_on most of the items in our 
general line which we import into Canada. Goods which are manufactured 
mm Canada are, of course, in no way affected by this change. 

We have on hand in Canada a stock of imported goods which repre- 
sents a considerable part of our 1936 requirements. This stock was 
brought in at the higher rates of duty previously in force. Regardless 
of this fact it gives us great pleasure to pass the saving made by the duty 
reduction along to our customers. 

You will, therefore, effective immediately, reduce prices, both whole- 
sale and suggested retail in accordance with the attached list. 

We suggest that this information be given to your ‘dealers at once, 
using the first three paragraphs of this letter as the letter to your dealers. 


(Signed) C. W. LOCKARD. 
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Now, there is appended to this communication a list of the price reductions 
put into effect by the International Harvester Company. These range from 20 
cents to as much as $15. The price list follows:— : a 


PRICE REDUCTIONS, EFFECTIVE IMMEDIATELY 


$ cts. 
RUOLD OIMeI Oy aay er hh ay A Ra 7 00 
SOURCE Ie OTR eT ca. cs wiamien surs coke uae Oy a 10 50 
WU GPaCtor DIRGER Mh ic See GN ne So yee an a 11 00 
IVI OEE yee LON Fee Cea ies con ROU AEE A) aS a 2 50 
Mower, No. 112 for W-12 O-12.7’........ 3 50 
Fees: agua FD Rea diaar  B Da abi eme aC AME IT ONE: ( 4 00 
Store hay sedders oo cee Sa 2 50 
DOCK ays beer i Oo le Vea ke oem 2 50 
Tet ont: w/ Exp. be & GowWhti i Om 
Corn sheller:t-holée:w/ fannie. eos 0 50 
Corn sheller l-hole less fan.................. 0 50 
PRORAE YS HOG id cos feta Cha A diay Oia aa 2 50 
Lever Spg. T. harrow 9-T. No handles..... 0. 50 
Lever Spg. T. harrow 9-T. w/ handles....... 0 50 
Quackigrass harrow 19-T ce oe Ae 1 00 
Quack erase harrow 280 fe i eee 2 00 
mweepirake: 2-wheeli surg ok ke 1 50 
Sweep rake, 3-wheel, pull........:.......... 2 00 
Sweep rake, No. 4-B wheel, push............ 2 50 
Sweep rake, No. 9 wheel, push.............. 3 00 
Stacker Noo high its cer eo oO eg aap 
Stacker NO. 2 high itty Sei 4 00 
EAC OF OMETSHOU i Si Moe yr ume ue ne: 3 50 
Pes tooth section, o0-L 00 Uo ay Sea 0.525 
2-section, 60-tooth w/ draw bar............. 0 50 
3-section, 90-tooth w/ draw bar............. 0 75 
4-section, 120-tooth w/ draw bar............ 1 00 
New 4 cult. No. 241 8 Sh. P.Bi 0 e 2 00 
New 4entt No? 251°8 Sh. SiT ioe a ee 9 00 
News cult. NO. 63:8 Spel he ea 2 00 
DE ctito eo ts She PBs Cire ee cra 3 50 
Dealt 2a h Pe She Seb ls ee a 4 00 
Corn Planter No. 102........ DARA eh eae 245 
RINE SOWEE INO. Bi, lei Un etre sol L775 
HMndgate time spreader). 6S 0 75 
Hay pressl-Fo, 14x18. 0 See eae 4 50 
BPAY, LOSS 2- FLO TARTS i) hr on ee 8 te tag 7 50 
Bias press 2) ELOS2 6x18). 6b oa ere Naa as 7 50 
PLEA VMDPORS 2210. dyke). ON RO Mer a a 8 00 
Hay press—power—14x18................... 10. 50 
Hay press—power—16x18................... 11 00 
Hay press—power—17x22........0..0.....2. 12 00 
ING SUGSA Mister sy es ai a eR a me 3 00 
Clb Eta R ECW ck Sma Rt ee Uaim heer se VET abe a 1 00 
PUD LO ELSRGE OU hE ye cy ORME aie ae Rs 1 00 
Wert teter Orta) ion em Rie ie Ma a 3 00 
Knstlage cutters, Type. tN? oy oo ee 11 00 
Ensilage cutters; Nov 12-Ae e  s e 11 00 
Ensilage cutters, G skid. trav............... 7 00 
Ensilage cutters, G mtd. trav............... 7 50 
Hosilave cuttérs, F'skid? plain... 0000) O57 5 00 
Ensilage cutters, F mtd. plain............... 5 50 
Ensilace cutters, skid: trav, 6000) 0 5 50 
“Mpsilage cutters, EF mtdsitrav: 20 oe 6 00 
Potato diggers, No. 4, 6’ Riddle............ 5 50 
Potato Diggers— 
NO.(0):0 TOG dink: "ROS Se Ve cea 4 50 
NO, 9.5; 6) nod link Ey Bye ie Bea, 4 50 
Word. (7 rod. tne, RS Gav hoe ere (5:50 
INO a POO Linke, fo) bie ee Nt aren 5 00 
PROMO To noOd. Hike Bi Bi, foo ae nee eae 5 50 
Uh 0g Sy 5 carb ST ak OR am OD IG a ROEM 9h 0 75 
Potato planter, one-row, plain...... 3 50 
Bese srincdend ie (Co es oa SS ee 1 00 
MOC OTINGers hea eins ye, pe ey om), Ne RETO 1 00 
Heederinders: 104 cB ee aS a, 1 50 
Pouchave mill Nae 2 hoe a ae 13 00 
Bess OL LOSE WoL). coc. ty Ses ae eee 7 00 
POR CLAS UG See DO ar ill ts aie tae aM 8 00 
POOP ORT Ld.) cit nh ei ae ee 1 50 
POSS Ori | DOG Dd. us Vacs\n oem oan me 4 50 
Press drill) (6x7 manner! cy iy oe ale Sees 7 00 
dress dsr 20c6 Tanner! roe Mie eee vias 8 00 


$ cts 
Type ‘‘A’’ Low Down Press Drills— 
FOx7 singlerdiseee a ue Sire ane Cee Vee ee OU, 
20x6 singlesdasGa yoo pier re, Sem Nes 8 50 - 
Lox? doublexdiseuin) Sane vie ee 8 00 
2036 double disec io ye we ae eee eee 9 50 
16x7 runner dise. Cae ee oe eee 7 50 
Z20x6: Tuner: dige ure ee ee ae ed 8 50 
Flow press: atulls; (7 eWeek 3 00 
low: press drills, @ Sage eyo ee ae one 4 00 
Plow press dri lao Vyas! ich saa a se 3 50 
Plow: press drillg;:9 Dap i. nS a ea es 4 50 
Plow press drills, 7 shoes 60.2 7a oe eg 
Plow press drills, 9 shoe......,..... fet ed ee ea 4 00 
Beet, drills, 6A; w/ rimner..). a 3 00 
Beet drills, 6A) w/e Ne ets 3 50 
Beet. drills,7-A) w/ runners. 37 ee 3 00 
Beet: drills 7 Ae wy Dee fic ear a toad e 3 50. 
Beet drills; '7-B,av/ tamer. oe ea 
Beet drills; 7B) Ww) DED A sh Soe 
Beet cultivators, No. 10; 2-row.............. 1 00 
Beet cultivators, No. 3-C, 2-row........:..:. 200 
Beet. cultivators; sNo.\S.)44row co) ee 2 50 
Beet puller No. Sasser Ska eee ha 
Beet pullepcNGca Ret? ry li a Nee 2 50 
Mower? Mos 20 Farmall ys co 4 kee a 4 00 
Mower 7 No, dadbarmall 7. oS heh 3 50 
Farmall eweep take) eine hou cose oie ie 4 50 
Farmall potato digger No. 10......... 022503 8 00 
Farmall potato digger No. 11............... 15 00 
Rarmadl culix Nor 20t ee 6 ok oe 3 50 
Farnvallienlt: INO, 200 ae) a CON mee a aiae 5 00 
Farmall cult.. No. 203-A, w/ No. 1 equip..... 4 00 
Farmall cult. No. 203-A, w/ No. 2equip.... 4 00 
Farmall cult. No. 208-A, w/ No. 3equip.... 4 00 
Farmall cult. No. 203-A, w/ No. 4equip.... 4 00 
Farmall cult. AN: Q0344N gee eee ues 4 00 
Farmall cult. No. 405-A, w/ No. ll equip... 5 50 
Farmall cult. No. 405-A, w/ No. 12 equip... 6 00 
Farmall cult. No. 405-A w/ No. 13 equip.... 5 50 
Farmall cult..:No. 407A ho 
Farmall! cult. No. 412-F, beets and bean..... 6 50 
Farmall cult. No. 612-F, beets and bean..... 7 00 
Farmall ¢altioNo. 21sec eae 3 50° 
Farmall corn planter— 
Ase P92 Rogameres Ser eke ag a ee 6 00 
Sina lG dis. Gea sauce be SOO 
Double dises! ge ie ao aes 6 00 
PASI?) Rumor: S00 0g Ree ee er 9 00 
Single disc..... Picante eM Ae eM aes = 7 9 50 
Diabletdise ee Uy aes uaa eat Se te | 
Power life type runner............ pees, 9 00 
Single cise.) sey ek se ees ae er 
Double disess ii h sg) es ane - 9 00 
Stalk cutter, 7 blades ky i, uae wn uae eee 1 50 
wtalk ‘cutter, 9: blades 26),23; oe ee a 
etalk eutter, 14: bladenw ta) 20) eon lene csue ee 3 50 


Tractor irchard cults. No. 2 w/ reg. stand- 
BE SA ails, Ne TON ain Va tat ae ... 400 


SUTRAS 5a). kee a 4 50 
Orchard. dise harrow 8/16..... 07., sGevcpan.n 2 00 
Orchard dise harrow 10/16...) eee ee 2 00 
Reversible disc harrow 6/16................ 1 50 
Reversible disc harrow 8/16................ 1 50 
Reversible disc harrow 10/16.........)..... 1 50 
Comb. spg. tooth harrows, 2-sec. 8-T........ 1 00 
Comb. spg. tooth harrows, 3-sec. 8-T........ 1 50 
Tractor disc harrows No. 4, 7’ 16” dises..... 3 50 
Tractor disc harrows No. 4, 7’ 18” dises..... 4 00 
Tractor disc harrows No. 4, 8’ 16” discs..... 4 00 
Tracror disc harrows No. 4, 8’ 18” dises..... 4 00 
Tractor disc harrows 10:A25) Oo) See 3 00 
Tractor disc harrows 10-A, 6’............... 3 50 


» , Tree ei het 
cat a 
“ 
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PRICE REDUCTIONS EFFECTIVE IMMEDIATEL Y—Concluded 


$ cts. $ cts. 
. Tractor disc harrows 10-A, 7’)... ...5.....4. 3 50 Walking plows P. & C. Blue Jay, 8”.......... 0 50 
ahacteP disc hurrows 10:Ay 8 yet oe, 400 Walking plows P. & O. Blackland, 8”........ 0.50 
Orchard tractor plows No. 23 3-F, 10”....... 500 Walking plows P. & O. Blackland, 10”....... 0 50 
Orchard tractor plows No. 23 3-F, 12”...... ». 600 No. 49 2-disc-24” tr. plow for F-12...-..,..... 4.00 
Orchard tractor plows No. 24 2-F, 12”....... 4,004) 12" header w/‘elevator.s i035 8. eT oes 13 00 
Orchard disc harrow No. 7-A, 6’............ SOO oa DUB APVOSLeT fain ans Mim tL Liles ie 10 50 
Orchard disc harrow No. 7-A,-7’....... eh ai 500 #£No. 2 tractor spring tooth harrow— 
Walling plows Wet 10" Fe a OB TOO GT Nic saunas eye as 4.0 eda el aOR ae Meee aL 
Walkinsmlows WH 407 ek I Om ZO SOOU is. cclet Oey is va UBIO Lae MUST 2 00 
Wire DIO WEL Way TG he I ie 0 75 PSE OODE wees ielni a is  MIUAL 2 Cidi a Nn OUm Sh pO ie eae 3 00 
Walking plows No. 210 Hillside........ mee 1 00 DRehOO Lee Lala ames ale 4 UE Me aie Ni 3 50 
Weather Dlowawo.0o je. foe a eile aie 0 25 
MV Billorher DIO wa ONO oes ccm abe ee O70?) Soil. pubverigeraNie: 50.) ise Vem at sli 4 00 
Waleind MOWS NOMS hfe. es Cro0s. “Sol pulverizer No S60i4 ou ik Ueto ee OO 
Walking plows: No. 845.400 e066 Geos Poa a 17 ——— 
Walking plows P. & O Blue Jay, 7”.......... 0 50 * Increase. © 


Mr. Lraprr: Have you made any computation of the amount of the reduc- 
tion? Does it correspond with the percentage of decrease in the customs duty? 
What I mean is have we got the full benefit of the 5 per cent reduction in the 
tariff in the price reductions they have made. 


The Cuarrman: I would say off hand we have not. 
Mr. Grauam: We have -not been able to make any such computation as 


yet, but we have it in mind to prepare a statement on that basis. 


Mr. Macxenzie: The prices you have given just now indicate the reduction 
per machine. 


The Cuatrman: Yes. The difficulty in ascertaining what the reduction 
amounts to is in being able to apply it to the specific machine concerned. 
There is a letter here from the Massey-Harris Company dated Toronto, 


May 20, 1936, and it reads as follows:— 


Mr. R. T. Granam, K.C.. 

Agricultural and Colonization Committee, 
453 Confederation Building, 

Ottawa, Ontario. _ 


Dear Sir: 


Re Inquiry on Price Increases of Farm Implements 


I enclose herewith copy of letter which we sent to all our Canadian 
branches on the 14th instant setting out the price reductions which we 
had made on imported machines owing to the reductions in duty. 

Our list of imported machines is comparatively small owing to the 
fact that practically our whole line of implements is manufactured in 
Canada. We have made these reductions apply to such of these goods 
on hand as have already been imported, as well as to any imported 
hereafter. ; | 


Yours faithfully, 


(Signed) C. H. APPLETON, .- 
Secretary. 
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To that is attached a copy of an instruction to all Canadian branches, 
reading as follows:— : 


Copy 
; May 14, 1936. 
To ALL CANADIAN BRANCHES ! 


Mr. B. M. Hannigan, General Manager’s Dept. 


Effective immediately the following price reductions are announced. — 
Will you kindly refer to your 1936 printed list, and where affected make 
the necessary corrections. We would appreciate your advising promptly 
all those interested at your branch. 

No. 6 Corn Binder,’3 forse ofa ee. eb 0 

No. 2 Right Hand Comm Planter). 20. oc ame. 3 00 

Model B. Wheel Guide Cultivator, with stiff teeth, 


spring release, narrow points... .. .....9...- 5 00 
Model D. Wheel Guide Cultivator with spring 

POOL EQUIP MONG, miei sacks.” vie ac a a weak 5 00 
No. 8 Ensilage Cutter 15”, including knife grinder, 
one 8 length of bottom pipe, 4 extra knives 

and CenecyOrs iy MiMi e os ia acne 12 00 
No. 3 Aspinwall Watson Potato Planter, one row, 
plain without fertilizer attachment, with pole 

but no trees or yoke.. .. 8 50 


Stalk Cutters—Prices are withdrawn and will be 
supplied on application. 
Please acknowledge receipt of this ietter. 


BMH/AP. 


Then we have a letter from the John Deere Plow Company, of Moline, Illinois: — 


STANDING COMMITTEE on 
Agriculture and Colonization, 
453 Confederation Building, 
Ottawa, Ontario, Canada. 


May 22, 1936. 


GENTLEMEN: eens VE Tab gate: Graham, — 


We have your letter of May 18, regarding implement prices. | 

As a result of the tariff reductions effective May 1, we did authorize 
our Western Canadian branches to reduce prices on certain implements 
according to the attached list. Machines not shown on the attached list — 
remain unchanged and take the prices quoted in our printed 1936 
Canadian price books. ; 

We manufacture in our plant at Welland some of the principal items 
which are sold in Western Canada. On these machines the prices were 
not changed as our prices are as low as we can make them considering © 
our cost, and likewise, the new tariff so far as we see it, does not do 
anything towards lowering tariff rates or help manufacturers to reduce 
costs on articles used in the manufacture of them. dt 
Trusting the attached list will give you the desired information, 
we are 

Yours truly, 


DEERE & COMPANY, 
(Signed) A.G. U. 


, ¥ 


“0 
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_To that is attached a copy of an instruction to all Canadian branches, 
Treading a as follows:— . 
Effective May 11, 1936. 
PRICE CHANGES IN CANADA—BOTH WHOLESALE AND RETAIL _ 


Price Reductions Price Increases 


Wholesale Retail 
$25 ots F viets 
2 Deere Grading PlOWS oo i. 80 ee Ne Nee alah 2 00 2 00 
Wo, 71 Syr Chilled Walking Plows. .....0.6..2.-.50. 0 75 0 75 
POL OS Pe Contractors PlOWS i ihe ae ee cfenieiereet 3 1 50 bi50 
NA4—G P12N—12’ Walking PIO WS ch et os tte 1 00 1 00 
AAP DIN Na. Ohi ie Bala?” Winn same ee gay 5 oie: 1 00 1 00 
_NA7—GP7N —16’ Seige 15012) Si ak ie En Re 1 00 1 00 
8” Bantam PUR ae eS La Le eae ce abet is 0 50 0 50 
EGE ae pci AOA IR ae al ee a a SU cd Ar 0 50 0 50 
Rayo WAY, OULK YE LOWS Al satin «ties «nly Whteteieyes sles sities 4 50 4 50 
Note Ewo Way Practor PIOWS. 26.0 uiks oe se Seeds > 9 00 9 00 
No. 222 bach Horse Dise Villers. 3.0003). sera oes? 7 00 7 00 
arte ver LLALTOWS 254 fs kuch: Ft 2 <'sipe) whl O o> essimenemel ee 0-25 per sect}0-25 per sect 

Ajax Special Lever Harrows...........-.. eee eee ee ee 0-25 0 

Rilexible:Pipe Bar Harrows let). ise. vie. ch de ates O50 0-50 “ 
A316—A318—3 ft. Dise Harrows yee UR Ly GE RD te ay 1 50 1 50 
USM gle Reread eg, wom R NA ohh A iN ene 1 50 1 50 
RA—Orchard Disc Harrows 4 and 5 ft............+-. 2 00 2 00 
LC Tractor Dise Harrows 7-8-10 ft. sizes............. 5 00 5 00 
CH1016—Tractor Disc Harrow—10 size only......... 9 00 9 00 
-CH1018 Ny coat: MMB ate aa A a Le my An mea lie BP 9 00 9 00 
Bee ered ae aN ie Pe cts tie Soy) coke GUEKe eel a ol aeel eh 3 00 3 00 
“KL” Corn Cultivators. . De ah Ns Ali! 2025 2 ob 
-NE” magn his 2 row. ‘Pin broak. css 3 00 3 00 
sé od Sn Spring STO ed) «oman 3 50 3 50 
No. 145—No. 143—-One Horse Spring Tooth Cult..... 0 50 0 50 
Bigtal0— 14th Oner Orso oUlts eels os os os ele hie See ee 0 25 0 25 
NO cia Planter... 1. .tseeje see e eee seaens 4 00 4 00 
1 ey SATE GEE SPR OME. fea sat Ato ne aa ee Pa att 3 50 3 50 
No. 14 ENE rN AD REET AAS URSIN PEER Fi AES 6 00 6 00 
No. 112 Seca ALBIS ith Se ein everest jooutt Sie G's Rene atte 5 00 5 00 
a 114 SSeS es Reeser contin ete eM Laltotondiekotees pier amen nese 9 00 9 00 
. 16 Pern Lae EM ete alt ler cy d Sainte 15 00 15 00 
Fert, Att. for INP Ro Pee ke eee eee iie tation ers 1 00 1 00 
cE 8 Saleen 8 SE ic ee RS 0 50 0 50 
ee is Me NA ee he ace Ren ended Gay 0 75 0 75 
ee ss TG re. Ce eh Rr Leen ceuie at Ay 1 50 1 50 
No. 22 Beet Lifters ie te Re vi oe Ae tad > ATE 3 00 3 00 
NR ere ATEN oe cme TUT Cin cof sees si eciles of ap orian ob ane guntiet a yey's 2) 4 00 4 00 
No. 31 2 Row Walking Beet Cultivators.............. 1 00 1 00 
72 ORow micing Beet Cultivators: ooo. ceed rele ee: 1 00 1 00 
74-3 2 Row Riding Beet Cultivators. . Net ay, 2 00 2 00 
UMM RDS CUR Soins ik nD hime) UC Vmei ay te telal y. wrlaaereis anal dual! sik 2 50 28 Si) 
Mad tenes 16, LUDUIAL PAC VALOL. ges: eins sie oes tye « 8 00 8 00 
1A—One Hole Hand Sheller AEP liken de an yg BERR oe aie a 1 00 1 00 
Pr ema tora MENS So SE (reel oe AERTS ea beady alia 2 00 2 00 
Power Lift Sweep Rake ERR. CU aeR tits, he Ne centr 3 00 3 00 
NEUE NA Dstt 00s 3% 201 Syrah Stas ake cet Pie Btn b > ar ie eeee. S25 3:25 
Jumbo P.L. HROGE Reo oh th ure Sad ashe | Soa aR RS 3 50 3 50 
Truss Frame SI Lo URES” le REI Re ar arf) 175 
No. 1 Hay Stacker Be ep ve ee ets ah 2 Rk SP ne a ae 4 50 4 50 
esr oS, Son wiv the ws Ber Gar eare YG eke 5 50 5 50 
D1619—16-18 1, ey Pov w So og Co MMR Ht ee Ree eae 15 00 15 00 
16-7 Press Drills 1S se at 0. ee aR Rhea Se Riedy Sears Be 7 50 7 50 
a an SA ase Feb Re Ae Ty ye eee 8 00 8 00 
CRE OD ee Ea ak Ml 4 ee eke Motes GOP we Nee Ct 8 50 8 50 
76 Plow Press Drills Pitts ee pe ER Se Wes Sons on 3 00 3 00 
Seay aw hag, re Rai, Pea ere 4 00 |. 4 00 
10-6 as BF IE AEs RE Wy Saco Pa RE RIS e 5 00 5 00 
Nok? Steal Y ariir ruck). SAG ats bbe ee aos oe 3 00 3 00 
No. 130 Letz Roughage Mill.............+++.se+eees- 4 50 4 50 


oe 
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Fn eS En ee 
PSR ES ESE SP ST Sc CS ASI ciN a CLUN NAT CAE USMRGT VOc™"AaE SBSH BURIED? ATTEN AILEY IGN SEDGE SUE CSSA TC HALDURY TSTEg GUEST ERTL UNL Ta 


ve Price Reductions Price Increases 
Wholesale Retail | Wholesale | Retail 
$ ets. $ “cts. $ ets. $ ets. 
O30 duota onohagce Mil ily. ke ROY one eileen e «S - 6 50 iat Uae MME EEE Bde nee OAL gi tyne AY 
344 es Bh SUR ONCE ari NRO, Sst Ure ARES eR AES aT AY 0 8 00 S00 Sag haere NERS ee ane acean ne 
131 se of SERN gh emit ehh ECU e SALA Shy tail aed cai 4 50 CUD as Rares oce: Sev an WB ee Ve ol PETE ous 
132 a ee A eat NU AM eM NR Ru RCS 4 50 DAB a 0 Fell nan teen as Loe besie yaa’ WiBac 
133 es SE SIRT ACE tt ca BUNA AST) cna ta eM EG eV ator Bec 4 50 1, Dnats) A Ded Pea ce tse a eari al Pa oo 
231 oS aa UE MUTA Nani APRIL | eke or ACES, ai iy pC 6 50 GS OS eee OURS OA eee Pie ae aees 
232 i LRG Nae ROR MHONUN IO HARUO ROD AGS Nica Ne cl URN MeN 6 50 Gi BO esi ee es Nea aes Boeri emery 
233 sé PAW Me Cina wr Rare AN A eR i hews Slo ee NANO 6 50 GS BOS eae eee ON a So 
230 X. + SG UK ities EOD ARES tesla CaN ORL eee CANE 6 5 CORA Rares ea Satire Be gee pane 
231X nN RINT IHS ue Naty Muay ease GEST Gt KU RE 6 50 ronura Wel Mehmemes FUSES ceeren| eps ues UME er teats 
282 Keo BA ASTM SL EE Ni MING Ce OR a Pease AR 6 50 6:50 ee ee a Nace 
oR, Saas URN Ti dige AER MULE yk ct IV A 6 50 MS 8A GA ec oRRuae Tenis. Se ieoge EERIE ADS 
330 ‘ SAM MIE ATM ASG Seal aiRrad ida, AVN Ty BR 11 00 xR UR A Wis PB etl ag tee) Perelman IU See 
331 ie SUT iar Ham aay seas Wain TO 9, 2 oO Aa Ma QURAN es 11 00 TL OOS oc ee eae 
332 2 SOU a EU ea CDs Sear eS DE TTESIS Bint 11 00 VU OO al ae oad he eee eee 
333 te MIR aa MPH Gust Cah RE ee g5CC > AONE RN 11 00 AGS OO 8 0 bee Wensenrn apres Romie Pastis rho Na 
345 f ii ait aa STINTS SR SO UPR Reece 3) a aS SR cepa 8 00 SOO lee eae Ne ese Ai Sree ere 
347 eGsiray, Tail i ige Hege 0) cae ea LE cece 8 00 pea ORS Diese Mab sn Most Gh AON i 
362 re Aah ts ear ae Magu RETA SHU NDE ot NeaN Mp tae 13 00 PS OO ste SAs yi eee a Ra cua 
363 “e BE en gt Abit Th IN ea aaah a eRe ss 13 00 TS! OON aie ee ee ee ees 
430 “2 PALL? SAB uc logih Pama dine rat fan M828 OR Ra 15 00 Bb OO Se a eee noe 
431 “fs yuttes un SUNG NR MORK zane eS et RG 27 U8 SA RRA a 15 00 sre O10 an en cr Ce ENS AGS hah ort ot 
432 i SST sb Lac 2 MeL MSRM ts UretBet ey Se RR PEO CU Ss RO 15 00 DS QOF i Rae eC reagan pang 
433 sg CT TSA SPIN UREA SG RUE UM IN COS CES ie 15 00 15 OO ice eS ae eA nS ieee ay 
AKER ObALO) AIS RET SIs Me ke ON cine RUM ooeInC adele soca eee 1 00 LeOO45 haa ee Bey RUBE bMS C3) 
CHE ANGH? ETN UOT o.oo. SE eee ie A claves OAR Ie ECs cl col 4 25 A D5 4 ol, ue es emcee 
53 ft. Potato Digger w/EXxtension Elevator........... 3 50 BBO fo es Sy a ees ana eee agi 
6 {t. Potato Digger w/Agt. Rear Rack & V.T........ 400] ~ Ae O07] i Sos ck Sain ane eee nn) 
6 i he w/Extension Elevator............ 4 00 BOO Ys 8 Sa SS aea 
f sf e w/Agt. Rear Rack & V.T........ 6 00 6:00 ee Mir See 
7 i A w/Extension Elevator............ 5 50 BBO da a eee 
PO At CEERCLOr, DIGErs) ore ol wate eemaegin as slew te 12 50 12 BON Oe SOR a es eee 
8 eS SBD Has tare ay Ce PN NU eat aro aah ip OO DR is PM at ae 12 50 F250) a ee eee 
Fe SABE BATE 6 2) he DRED era NC ah RST Hf Rta i tage 04 EA 6 50 6.501. bh DBR ee ne 
Power Driven Mowers—For Tractor use.............. eyes 3) 15h aia oul ae ae ee sah BY 
PEN Gg 1 ACO INCH occa Ba Mae elke cir aa leghiale eee omtle 60 00 60200 (eed ae ecto umes 
ORG ies SUE Ee REPS nM fy it ge Oe OL VDL MU ne et nce a el 50. 00 90" OOS ees CR Oar ere 
AVINGTOWENSION © WA DREPS ie ki Mele ou lals Fulah ako wre nla pmers 15 00 150088 OU So eae Ne NaI ‘ 
Pick up Attachments for Combines.................. 4 00 4:00 [oes a eee ik 
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I may say in explanation of this letter that when the International Harvester 
Company wrote their unsolicited letter to us we wrote to the John Deere Plow 
Company and others to see what actions their companies had taken. thal 

Mr. Donnetiy: These letters will be printed in the report so that we will 
be able to have the information as to reductions before us? 


The Cuarrman: Yes, they will be, if that is the wish of the committee. 


Mr. Cumaver: These letters indicate that reduction is being made on account 
of the duty being reduced from 124 per cent to 74 per cent. May I point out 
that we have also had a reduction from 25 per cent, in connection with the trade 
treaty, but in respect to that there is nothing to indicate that there has been 
a corresponding reduction in price. I think that is something which should be 
investigated. 
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F The Cuamman: May I complete reading these letters? The next letter is 
é from the Oliver. Farm Equipment Company, 400 West Madison Street, Chicago, 
* Illinois:— 


ey May 21, 1936. 
= Mr. R. T. Granam, Counsel, 

Standing Committee on Agriculture and 

Colonization, 

453 Confederation Building, 

Ottawa, Ontario, Canada. 


Dear Sir,—This will acknowledge receipt of your letter of May 18, 
1936. Your information is correct that Oliver Farm Equipment Company 
“manufactures implements in the United States for sale in the Canadian 
market. | 


The records maintained at this office are not sufficiently detailed to 
permit the submission of information such as you have requested. A 
reduction in the price of implements of this Company already imported 
or to be imported in the future has been made as a result of the reduction 
in Canadian tariff. The exact amount of that reduction, or whether it 
applied to all implements or only certain classes, is not known to me. 
We will get the information you have requested and as soon as it is 
compiled will forward it to you. 


| | Please be assured of our desire to co-operate with you in every 
| possible way. 


Very truly yours, 


(Siened) A. KING McCORD, 
Assistant to the President. 


There is no additional information with regard to the Oliver Farm Equip- 
ment Company. 


Mr. Cotpwetu: I suppose since these letters were received you have not 
been able to work out the reduction in percentage on'these implements? 

The CuatrMAn: No, we have not; but if we print these lists in the pro- 
ceedings of to-day, and if you can identify the specific implement. to which it 
applies, you probably will be able to work it out for yourself. 

Mr. Donnetuiy: Did you write to the Moline Plow Company of Nin 
neapolis? . 

Mr. GrauaAm: Yes, to the Moline Plow Company, and to the John I. Case 
Company. 


Mr. Donnetuy: Has there been no word from them? 
Mr. GraHAm: There has been no word from them as yet. 


Mr. Jonnston: Following up what Mr. Cleaver said, Mr. Chairman, I feel 
that a further explanation is due this committee from the machine companies. 
They say, take the International Harvester Company, their letter indicates that 
this reduction in price has been brought about on account of the reduction in 
duty in the budget. Well, previous to that there was a reduction in duty of a 
more substantial amount under the trade agreement, and instead of a reduction 
in the price of implements the farmers of this country were met with an increase 
in the cost of these machines. Surely it is a poor rule that does not work the 

- same under the same circumstances, and here we have that position. I think this 
committee should ask the machine companies for an explanation in that 
connection. 
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Mr. Warp: I presume that at a later date we will have an opportunity for 
questioning representatives of the manufacturers before this committee. I notice 
there one case which would appear to be an anomaly, a reduction of $8.50 on a 
single row potato planter and a reduction of over $5 in the price of a cultivator 
costing between $175 and $200. We should certainly have an explanation as to 
why they could reduce a $40 potato planter and only make a $5 reduction on ~ 
a $200 cultivator. 

Mr. Tomurnson: You can only find that out by personal questioning. 

The CuairmMAn: You mean, of the machine companies? 

Mr. Tomurnson: Yes. Will we have that opportunity? 

The CHarrMan: If you can give us some assurance as to when this house 
will close, and if it does not close too soon, I think you can rest assured that you 
will have the opportunity of questioning the machine companies. 

Mr. Tomurnson: I think we should make sure that we do have that 
opportunity. 

The CHatrMan: I merely read those letters to you this morning so that 
the committee would have full information as to what has happened. They 
can use that information in whatever way they may see fit. 

Hon. Mr. Moruerweu: Following up Mr. Johnston’s remarks about the 
reduction on imported farm implements caused by the budget, if I heard aright — 
the same writer took the ground that the tariff had no effect on farm implements 
made in Canada. Am I right? : 

The CuHarrman: In each letter the statement is that the reduction is on 
imported farm implements. 

Hon. Mr. Morurrwetu: Do they take the ground that it does not affect 
Canadian-made goods? 

The CuatrMan: That position is taken with respect to the mp, 
Harvester Company and the Massey-Harris Company. 

Hon. Mr. Morurrwetu: Well, we do not believe that. 3 

Mr. NeepHam: The Cuinaien price has always been based on the price of 
other imports, and there is no reduction. There is no difference between the ~ 
imported and the manufactured in Canada in the International. They have 
reduced the imported; why should they not reduce the other? 

The CuarrmMan: We attempted to get information from the companies that — 
are doing business or manufacturing in the United States and importing their 
general line of implements into Canada. That information, as yet, has not been 
completed for us. We shall have to wait and see what information we get from 
them before we can tell what the effect on the general price of implements 
will be. 

Mr. Tomuinson: How long are they eoing to be before they answer the 
questionnaires sent out by this committee? 

The CHAaiRMAN: The questionnaires, as a matter of fact, were ere: last 
Monday, not totally complete. Some checking has to be done on them. But they 
have co-operated well with us in that regard, and met our requests as far as it 
was possible to do so. Those questionnaires are quite voluminous. Just as soon 
as we can get them whipped into shape and are in a position to use the informa- 
tion contained in them, they will be brought before this committee. 

This morning we wish to have presented to you, more or less, the history — 
of the tariff trend over a considerable period; and we are fortunate in being 
able to have with us two or three ventlemen from the Customs Department 
who are prepared to give to the committee that information. I think there are 
three men who are going to deal with different phases of it. 

Mr. Granam: Mr. Nauman first. 
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The CuatrRMan: I believe Mr. Nauman is the first man we are going to ask 
to present the history of the sales tax and the excise tax. 

Mr. Prrury: Before Mr. Nauman is heard, I should like to ask that the 
report of this committee be gotten out as soon as possible so we will have these 
figures to make a study of. Some of our reports have been a little late. 
~The Cuierx: They usually come up the next day. 

Mr. Pertey: Some of them have not. It will be all right if they do that. 


The CHatrMAn: May I introduce Mr. Nauman. I will ask him to state to 
you his official title in the department. 


V. C. Nauman, called. 


Witness: Mr. Chairman and gentlemen, I am Assistant Commissioner of 
Excise in the Department of National Revenue. The division which I represent 
was asked to prepare, for the use of the committee, a resumé of the application 
of the sales and excise taxes to farm implements from the inception of the tax 
in 1920 to the present time. I shall deal first with the sales tax. 

This tax became effective on May 19, 1920, and the rate was 1 per cent 
until June 16, 1920. I shall deal, in so far as the sales tax is concerned, with two 
phases of the tax. The first was the tax effective from May 19, 1920, until 
December 31, 1923. That was a pyramiding tax that applied on the sale by the 
manufacturer and by the supplier as well. It is important to remember this in 
connection with the purchases of materials by farm implement manufacturers. 
The raw materials which they purchased, both domestic and imported, as well 
as lumber, had a rate of 1 per cent from May 19, 1920, until May 9, 1921. The 
finished implements themselves from May 19, 1920, to June 16, 1920, were 
subject to 1 per cent; and from June 17, 1920, to May 9, 1921, to 2 per cent. 
From May 10, 1921, to May 23, 1922, the raw materials, domestic, 14 per cent; 
imported, 24 per cent; lumber, domestic, 2 per cent; imported, 3 per cent. The 
finished implements were subject on domestic sale to 3 per cent and imported 
implements to 4 per cent. From May 24, 1922, to December 31, 1923, domestic 
raw materials, 24 per cent, imported, 3¢ per cent; lumber, domestic, 3 per cent; 
imported, 44 per cent. The finished implements, domestic, 45 per cent and 
imported, 6 per cent. (For tabulated statement referred to, see conclusion of 
this witness’ evidence). 


By Mr. Graham: 


Q. Mr. Nauman, that last includes more than the finished implement. It 
includes finished implements or repair parts, does it not?—A. Yes. Where I 
have referred to implements, it refers to repair parts as well. Effective January 
1, 1924, the sales tax changed in that it no longer pyramided and manufacturers 
were entitled to purchase their raw materials without tax. So that we have 
after that date no tax on raw materials. I might add in that connection that 
farm implement companies as from January 1, 1924, received a credit for the 
tax they had paid on their raw materials and their in-process implements as 
well as the finished implements in their branches as at that date. 


By Mr. Johnston: 
Q. What date was that?—A. January 1, 1924. 


By Mr. Mitchell: 

Q. How far back did that rebate go?—A. It applied to the goods they had 
on hand; on hand, whether raw material, in-process or finished materials. From 
January 1, 1924, to April 10, 1924, the finished implements and repair parts 
were subject to 6 per cent sales tax, whether domestic sale or imported; and on 
April 11, 1924, the sales tax was removed from farm implements and from the 
materials used in their manufacture. It has never been changed. 

19630—24 


204 , STANDING COMMITTEE 


By Hon. Mr. Motherwell: 
You mean they were exempted?—A. They were exempted as from that 
date, April 11, 1924. 


By the Chairman: 

Q. No sales tax has applied on farm implements since that time?—A. No, 
sir. The special excise tax—and this is applicable to imported goods only—was 
imposed on June 2, 1931. From that date until April 6, 1932, the rate was 1 per 
cent from all countries; from April 7, 1932, to April 18, 1934, it was 3 per cent 
from all countries. 


By Mr. Golding: 

Q. What date was that, the 3 per cent?—A. From April 7, 1932, to April 
18, 1934. From April 19, 1934, to March 22, 1935, it was 3 per ‘cent from 
countries which were other than British. countries. The exact wording is: 
“Imported goods which were entitled to entry under the British Preferential 
Tariff or under trade agreements between Canada and other British countries 
were subject to only 14 per cent from April 19, 1934, to March 22, 1935.” That 
is 38 per cent from all countries except British preference countries or countries 
covered by treaty. From March 28, 1935, to the present the tax remained at 
3 per cent except that those British countries and treaty countries were totally 
exempted. 


By Mr. Graham: 
Q. United States would not be among them?—A. United States was not 
among those countries, no. 


By Mr. Leader: 
Q. Did that 3 per cent excise tax apply to domestic made machinery ?—A. 
There was no excise tax on domestic machinery. 


By Mr. Graham: 

Q. Just for the information of the committee, what would that special excise 
tax be paid on?—A. It would ‘be paid on duty paid value of the implements or 
parts at the time of importation. 

The CHarrMAN: Has anyone any questions he would like to ask Mr. 
Nauman? | 


By Mr. Leader: 

Q. I wonder if Mr. Nauman could tell us whether, when the 6 per cent sales 
tax was removed from agricultural machinery, we got the full benefit by way of 
reduction in the price of the machinery at that time?—A. I am sorry; I have no | 
information on that subject. i , 

Mr. Leaprr: I think it is something that the committee should know, in 
order to be able to check up whether we got the advantage of it, whether it is 
passed on to the consumer or whether it just remains in the pockets of the 
manufacturers, as it were. 

The CuairMan: The sales tax was generally indicated on the bill of sale 
as so much. . 

_Mr. Tomurnson: That is to the retailer. eh 

Wirness: That was a requirement until January 1, 1924. Of course, the 
sales tax only remained about three months after that, so far as s farm implements 
were concerned. 

[Mr. V. C. Nauman. ] 
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The CHatrMAn: Yes. The purpose of bringing this information in this 
morning is in order that we may know the history of this thing. Then we can 
check back on the price changes that have been made over the period and find 
out for ourselves definitely what the factors have been that have brought about 
the changes, or why there have not been changes. 


- Mr. Leaver: I presume we can check back all right. But I thought if Mr. 
Nauman had the information now, it could appear at the same time as this 
information and it would be very easy to check up. 


The CuairMaAn: We have not got that information to put in immediately. 


By Mr. Beaubier: 


Q. What is the declaration value of a binder, say, of this year’s manufacture 
for duty purposes?—A. I am sorry, but my division has no information on that. 
One of the gentlemen who succeeds me on the stand will probably be able to 
give you that information. 


Mr. Rosicuaup: Would that be exempt from excise tax under the Canada- 
United States Treaty now? 


The CHatrMAN: No. 

Wirness: What is that? 

Mr. RopicHaup: Would that be exempt from the 3 per cent? 
Wirness: No, sir. That still applies to imports from United States. 
The CuHarrMan: Thank you, Mr. Nauman. 


Wirness retired. 


The statement used by Mr. Nauman in giving his evidence is as follows:— 


RATES OF SALES TAX APPLICABLE TO PURCHASES BY AND SALES OF FARM 
IMPLEMENT MANUFACTURERS 


Finished Imple- 
ments or Repair 


Consumable Raw Materials Parts sold to or 
Materials except Lumber Lumber Imported by 
— Dealers or 
Consumers 
Do- Im- Do- Im- Do- Im- Do- Im- 
mestic | ported | mestic | ported | mestic | ported | mestic ported 
% % % % % % % % 
May 19/20 to June 16/20....... 1 1 1 1 os Oe 1 1 1 
June 17/20 to May 9/21........ 1 1 1 1 1 1 2 2 
May 10/21 to May 23/22....... 13 23 13 25 2 3 3 4 
May 24/22 to Dec. 31/23....... at Oo 7+ Nias 3 4} 4S 6 
Jan. 1/24 to April 10/24........ 6 6 Nil Nil Nil Nil 6 6 
April 11/24 to present......... Nil Nil Nil Nil Nil Nil Nil Nil 
SpectaL Excise Tax Oe heh to Imported Goods only)— "4 
June 2/31 to April 6/32.. ... 1% From all Countries 
April 7/32 to April 18/34... Bre 3% From all Countries 
April 19/34 to Mar. 22/35........ 3% (See Exception) 
Nar, 23jso to presents, nse ret. - 38% (See Exception) 


Exception—Imported goods which were entitled to entry under the British Preferential Tariff or 
under trade agreements between Canada and other British countries were subject to only 15% 
from April 19th, 1934, to March 22nd, 1935; these goods were totally exempted from this tax 
effective March 23rd, 1935. 
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Mr. Grauam: I think, in order to let the short witnesses get anaye I will 
call Mr. Allen next. : 
The CuairMAN: We have Mr. Allen with us from the same acbaenaem 
who is going to give us some information on the application of the drawbacks. 


Leonarp E. ALLEN, called. 


By the Chairman: 

Q. Mr. Allen, will you be good enough to give to the committee your full 
name and position; and then give us the information that you have prepared?— 
A. Mr. Chairman, my name is Leonard E. Allen, and I am Chief of the Drawback 
Branch of the Department of National Revenue. At the outset, I might say 
that the drawback on agricultural implements never applies to taxes, sales tax 
or excise tax. It purely applies to duties on imported materials used in the 
manufacture of them. My notes pertain to items 1027 and 1057 in the tariff. 
1027 was introduced on the 24th of May, 1922, and granted a 30 per cent draw- 
back on materials including all parts not finished when used in the manufacture 
of goods enumerated in the agricultural implement items in the tariff, such as 
447, 448b and 591. You will notice that the drawback is purely on manufacture, 
_ of the duties paid on imported materials. That item was amended on the 11th | 
of April, 1924. 3 . 

Mr. GraHam: What was the drawback? 

. Wrrngss: 30 per cent. That item was amended on the 11th of April, 1924, 
to read: ‘‘ Materials when used by manufacturers of malleable iron castings of 
steel shafting for use exclusively in the manufacture of such articles, for use 
in the manufacture of goods enumerated in tariff items, 444, 446, 446b, 447, 
448 and 591, all agricultural implement items, 80 per cent drawback.” 

Mr. GraHam: Did you say April 11, 1934, or 1924? 

WITNESS: 1924. That item was again amended on the 2nd of May, 1930, 
to read: “ Materials when used by manufacturers of malleable iron castings of 
steel shafting for use exclusively in the manufacture of such articles for use in | 
the manufacture of goods enumerated in tariff items 409a, 409b, 409c, 409d, 409e, 
A09f, 409g, 409}, 4090, and 439c, all agricultural implement items, 80 per. cent 
drawback. nq 

The amounts paid in drawbacks during the past two fiscal years amounted 
in 1934-35 to $1,818 and in 1935-36 to $2,699.67. That item is still in effect. 

Tariff item No. 1057: this item was first introduced as order in council P.C. 
1345, 5th of August, 1924—80 per cent drawback; and in the Customs Tariff 
Act amendment of 1927 was inserted in the tariff reading as follows: ‘‘ Materials 
when used in the manufacture of articles entitled to entry under tariff item 442, 
when such articles are sold to manufacturers to be used as specified in the said 
item, 80 per cent drawback.” The drawback paid under this item the last two 
fiscal years, 1934-35—$1,580.65; 1935-36—$1,609.58. 


By Mr. Perley: 


Q. You gave us the date of that coming in force as 1924?—A. Yes. 
Q. Can you give us the amount of the drawback?—A. In 1924? 
Q. 1925-26?—A. No, I have not got those figures compiled. 


Mr. GraHam: Could you get them? 
WitNEss: Yes. 


By Mr. Perley: 


Q. Have you got the figures for the previous items, 409a, éte? Ay That j is 
the import item? 


[Mr, L. E. Allen.] 


ee 
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Q. Yes—A. No. We do not touch anything but drawbacks. That would 


be the amount imported under those items. 


Q. Have you got the drawbacks there?—A. For 1924? 
Q. Yes—A. No. That would have to be made up. 


3 By Mr. Bertrand: 

Q. That could be made up and supplied to the committee, could it not?— 
A. We could supply you with the figures. Now, of course, there is another 
drawback of 99 per cent of the duties paid on export; that is a manufacturer 


importing materials into agricultural implements, as any: other industry, and 


exporting to foreign countries outside of Canada, obtains a 99 per cent drawback 
of the duties paid on the imported materials when used in the Canadian 
manufacture ‘and exported. | 7 


By Mr. Donnelly: 
Q. Have you got any figures at all in regard to that?A. The 99 per cent 


drawback? 


Q. Yes—A. Possibly. 1921-22 to 1928, I have here in my notebook— 
approximately in 1921-22, $416,000. 

Mr. Warp: Was that the amount paid to manufacturers or repaid? 

Wrrness: Paid to manufacturers. 

Mr. Dupuis: That is for raw materials. 

Wirnsss: For raw materials. 

Mr. Jounston: What was it in 1928? 

Wirness: In 1928 it was $138,000. 

Mr. Grauam: I suggest that Mr. Allen should read the years. 

Witness: 1921-22, $416,697.65; 1922-23, $371,272.46; 1923-24, $225,248.37; 
1924-25, $184,269.82; 1925-26, $204,114.87; 1926-27, $74,533.77; 1927-28, 
$138,586.56. 

Mr. Brerrrannp: What was paid after 1928? 

Witness: The figures are not made up. 

The CuatrmMan: These drawbacks, of course, are on specific items in the 
tariff schedule? They do not apply, generally, except on the raw materials that 
might be used on implements or might be re-exported; but the prevailing rate of 
duty on imports of raw material is roughly from 6 to 7 per cent. Now, on certain 
items as specified in the tariff there is a drawback duty of the different figures 
you have indicated there—some 30 per cent and some 80 per cent; is that right? 

Wrrness: 30 per cent has been amended; the 80 per cent drawback is now 
prevalent on both items 1027 and 1057. 

The CuatrMan: Could you tell me what is involved in these two items? 

‘Witness: Well, it really is any materials that are used to manufacture the 
articles enumerated in all those tariff items I read you—that is a mower, a binder, 
a seeder, a plough and so on. 

Mr. Goutptna: Have you got the figures for the drawback on item 442 for 
later use? ; 

Wirness: Tariff item 442 is an import item. It lists a number of agricul- 
tural implements that may be imported under certain rates of duty under tariff 
442. Now, to manufacture that from Canadian material, plus material imported, 
we grant a drawback of 80 per cent. 

' Mr. Ciraver: Would you care to express a reason as to why the drawback 
is greater for re-export than it is for our domestic trade? 

Wrrness: Export drawback, of course, is to put the manufacturer on a par 
with his competitor in foreign countries. The re-export drawback is to help the 
manufacturer. The drawback on domestic trade is to help the consumer. 
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Mr. Warp: That does not apply to the goods consumed at home. 

Mr. CuEaver: Yes, the drawback on the domestic does, but on the re-export 
it does not, and it is higher on re-export. We are, apparently, more interested 
in our manufacturers than we are in our consumers. 

Witness: Of course, the 99 per cent drawback applies to Cant manufacturer 
in Canada. 

Mr. Curaver: But for re-export only, 

Wirness: Yes. 

Mr. CuEAver: It is not a drawback where the article is sold in Canada. 

Wirness: No, but it does not specify agricultural implements; it is a general 
regulation. 


By Mr. Graham: 
Q. When did that 99 per cent provision come in, do you remember?—A. 
As far back as 1878. 
Q. Away back?—A. Yes. It was revised in 1904. 


The CHAIRMAN: We can now dispense with Mr. Allen. We thank you for 
your information, and should we require more information at any time I suppose 
you will be available to give it to us. . 

Witness: At any time. 

The CHAIRMAN: I will now call Mr. Younger. 


Mr. GraHaAm: Mr. Younger has a fairly long brief, while Mr. Richards has 
a comparatively short one. Probably we had better hear Mr. Richards first. 


The CHatiRMAN: We will ask Mr. Richards to give us some information on 
the application of the dumping duty. | 


Epwarp H, Ricuarps, called. 


By the Chairman: 


Q. Mr. Richards, you have some information to give the committee on 1 the 
dumping duty?—A. Yes, 


By Mr. Graham: 


Q. What is your position, Mr. Richards?—-A. Dominion Customs appraiser 
of values. 

@. How long have you been in the ilies Revenue Department?—A. 
Twenty-four years. 

Q. The information I want you to give the committee has to do with the 
agricultural implement industry over the period you have been in this particular 
work, particularly from 1913 up to the present time. What has been the applica- 
tion of section 6 of the Customs Act under the Fair Market Value section—that 
is the section that deals with the fair market value, is it not?—A. Yes. — 

@. And what is the other section?—A. Section 6 of the Customs Tariff is 


the dumping clause, and then there are certain sections of the Customs Act 


which determine the value for duty purposes, or the fair market, value. 

Q. Will you give to the committee the application of those sections in the 
importation of implements or parts of implements into this country during that 
period?—A. The present section 35 of the Customs Act, as it now stands has 
gone under various numbers throughout this period. It is the one that says that 
the value at which any ad valorem duty shall be levied is the fair market value 
of the product as sold for home consumption in the usual ordinary course of 


trade in the particular markets of the country from which the goods were. 


exported to Canada. I am not quoting now, I am paraphrasing. Then, there 


have been other provisions that have come into the Acts in later years, such as : 


[Mr. Edward H. Richards. ] 


eM see 
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the present section 36, subsection 2 of the Customs Act which provides in some 
eases that the value for duty purposes shall not be less than the actual cost of 


production plus advances as provided for in the act, reasonable advances for 
selling expenses and profit. 

Q. Does that section cover farm implements?—A. It does; it covers all 
importations. After the value is determined—and throughout most of this 
period the only section with which we were working was the present section 
35—by examination of the sales record of the various exporters, then the dumping 
elause comes into the picture. This clause provides that if the selling price to 
the purchaser in Canada is lower than the fair market value as determined 
under the provision of the Customs Act, this special duty is to be applied. 


By Mr. Johnston: 
Q. Who determines the fair market value?—A. The department, and the 
appraisers. | 
Q. How do they go about it?—A. By first of all investigations of the sales 
records of the exporter to determine the regular selling price in the markets of 
_the country of export. © : 


By Mr. Donnelly: 


Q. You go into those countries?—A. Certainly; we have officers stationed 
in those countries. For instance their headquarters are in Chicago, which would 
be the nearest to the agricultural industry in the United States. ; 


By Mr. Graham: 


Q. What section were you referring to in your last statement, Mr. Richards? 
—A. The dumping clause? 
Q. Yes—A. Section 6 of the customs tariffs. 


By Mr. Dupuis: 

Q. Would you give us an example? Let us say that a mower is sold by 
an American manufacturer on which your department imposes an additional 
tax called dumping— —A. The fair market value is determined primarily and 
generally from the selling price to dealers; that is, there is only one general class 
of trade purchases in the United States. I presume you are thinking of the 
United States? 

Q. Yes.—A. There has been only one general class of buyers, trade buyers 
in the United States, namely, the dealer. 

Q. The Canadian?—A. No, I am speaking of the States. 


By Mr. Evans: 

Q. You base your value on invoice prices?—A. No. The Act says that the 
true value has to be determined, any invoices to the contrary notwithstanding; 
so that the invoice is not the governing factor. 

Q. In those selling prices?—A. No; the fair market value as sold for home 
consumption in the country of export is what governs. 


By Mr. Ross: 
Q. The list price?—A. Yes, the list price less any discounts provided for. 


By Mr. Graham: 


Q. In the period under review from 1913 until this present parliament what 
was the actual basis of fixing the fair market value of implements for import 
into this country ?—A. The regular price to the dealer was subject to a discount 
of 124 per cent approximately to arrive at what would be a jobbing level. 
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Q. That is on the assumption, Mr. Richards, that there is no jobber class 
in the implement business over here?—-A. There were not. 

Q. The governing factor is a reduction from the distributor’s price?—A. 
Dealer’s price. 

Q. 125 per cent? And you consider that as a reasonable jobber’s price?— 
A. And that level prevailed for all exporters with very slight variations all 
throughout this whole period until recently. | 

Q. Now what change has taken place recently? 


By Mr. Ward: 


Q. What class of people do you call dealers?—A. The dealer is the trade 
representative or the first. buyer from a manufacturer, as a rule. He is the local 
dealer in a district that buys usually from the warehouse or the district office of 
the manufacturer. 


By Mr. McKenzie: 


@. The recognized dealer of the manufacturer? A. Recognized in a local 
district. 
By Mr. Mitchell: 
Q. We call him an agent in this country—A. Maybe so. 


By Mr. Graham: | 
Q. To make it clear, all through this period, from 1913 until recently— — 
A. Yes? . ; | 
Q. —it was on the dealer price less 124 per cent?—A. Yes. } 
Q. That the department fixed as the fair market value?—A. Yes. 


By Mr, Cleaver: | 
_ Q. How did you arrive at 124 per cent?—-A. That was a matter beyond my 
memory. It was the level that was determined after careful investigation likely 
of any local trade buyers there were, sometimes jobbers in unorganized territory 
of the manufacturers, and others. The price to those jobbers may have been a 
factor in determining that level. I cannot explain to you how it was done 
because I was not in the department at the time. 


By Mr. Graham: ma 
Q. What change has been made recently?—A. Somewhat recently there 
has come into the administration of the department the practice of allowing 


lower grades of trade buyers than that of the jobber, and that is now provided | : 


for in Bill No. 11 before the house in the amendment to section 41 of the Customs 
Act, which gives the minister the power to provide for any class of trade buyer 
suitable to the circumstances of each case. oe 

@. That is to say it might be that dealer’s price or it might be the 
distributor’s price or any discount for any of those prices?—A. Yes. The — 
practical effect of that would be to permit the allowing of the distributor even a 
higher discount than the jobber, because the distributor in Canada might be » 
under the necessity of distributing to the jobber in Canada. | 


By Mr. Ward: . 
Q. Are we to understand that a Canadian importer buying implements in — 
the United States does not buy from the manufacturers direct?—A. Oh, surely, 


yes. 
By Mr. Dupuis: 


Q. Buys from the dealer?—A,. No. 
[Mr. Edward H. Richards. ] 
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By Mr. Ward: 
Q. Mr. Richards, you have been using the term dealer all along, as though 


‘our importers were purchasing from the dealer. 


The CHarrMAN: He was using the term dealer in order to establish the price 
in the United States that we might pay for an implement imported. 


Mr. Warp: Mr. Chairman that is exactly the point. The Canadian consumer 
is placed at a disadvantage if the dump duty is applied not on the cost of the 
goods as purchased from a manufacturer, but on the price charged by the dealers, 
because the impost continues all throughout the whole process of the distribution 
of those goods in Canada. 

The CuarrMan: Of course it is not Mr. Richards’ purpose to say the rights 
or the wrongs of the principle of the dumping duty. What we have asked him 
to do is to tell us how the dumping duty operates and the principle used in 
establishing prices. Say 

Mr. Warp: I want to bring that out— 


Wrrness: I might just explain that a little further. It was the endeavour 


to explain that the level of the value for import purposes on the assumption 


that the importer in Canada was a jobber because he was, he was the branch 
house usually of the exporting manufacturer, and he was permitted to import 
at the dealer level less a discount of 124 per cent, as if he were a jobber. 


By Mr. Cleaver: 


Q. Before you leave that, I should like to ask a question. I may be stupid, 
but I would like to be sure. Do I understand that in fixing the arbitrary value 
the department only allow 124 per cent between the normal selling price of the 
goods in the States?—A. To the dealer. 

Q. Yes, to anybody. Call him whatever you like?—A. No, the dealer. 

_ Q. What was the gross amount allowed to take care of the selling commission, 
the cost of collection of time sales, and everything? What was the gross amount 
allowed for the normal selling price in the States for fixing the import duty value? 


The Cuamrman: Pardon me. I do not know that we have this picture 
completely correct. Let us take Winnipeg as a point, as the International Har- 
vester Company have an office there. In purchasing machinery from their 
Chicago plant they would purchase it from the manufacturing centre; it is 
merely a transfer. 

Mr. Cieaver: How much is this duty for value below the normal selling 
price in the United States? ! 

The CuHairMAN: What I am coming to is this: the Customs department, it 
appears to me, treats that Winnipeg branch office the same as it treats the branch 
office or distributor in the United States, and allows them a discount. of 123 
per cent. 


Wirness: From the price that was paid in the home market by the dealer. 

Mr. Curaver: Can you tell me the spread between the consumer’s price in 
fixing the value for duty? How much in percentage is that below the consumer’s 
price in the United States? 

The Cuarman: May I ask Mr. Macdonald to say a word here as he has 
followed this rather closely? 


Mr. Macponatp: This matter has a very distinct bearing on the matter I 
touched on at the committee here some days ago; that is the price at which one 
of the large companies imports into Canada in relation to the large profit earned 
by that company. As I see the point it is this: I spoke to the International Har- 
vester Company last Saturday in Winnipeg. Suppose a_ binder is selling in 
Winnipeg for $270; that would include the price, freight and agent’s commission. 
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The net realization to the company would be $220. As I understand it from the 
evidence submitted, the dealer’s price in relation to the $270 would be less the- 
agent’s commission, which would be 17 per cent on $270 in round figures, so that 
as I see it, applying that to the typical implement, the importer from the 
States would have to pay duty on $270 less the 17 per cent which is the normal 
dealer’s commission, less 12 per cent which means that so far as the implement — 
company is concerned, the John Deer company, the Canadian agency of the 
John Deer company is being allowed 124 per cent for distribution on the basis 
that has been laid down by the witness. 

Mr. Dupuis: Where does the dumping duty come in? 

Mr. Macpvonarp: As I understand it, that is simply fixing the value for duty 
purposes, and if it falls below that—for instance, assuming that your implement 
is selling to the dealer less commission for $100. : 


By Mr. Donnelly: 

Q. Suppose a farmer in my district goes across the line and buys from an 
implement dealer from the other side, the binder we are talking about, at $270. 
He pays $250 for it and comes across the line, do you make him pay duty on $250 
or $270?—-A. He would have to pay the difference between his purchase price 
and the fair market value as sold to a user in the home market. 

Q. But this is the user. The importer in Regina gets a discount off that 
$270 of 173 per cent, and with that discount off he pays 124 per cent duty. Now, 
if a local man, a farmer living near the line, goes across the line and buys a 
binder over there which normally sells in Regina for $270, suppose he pays $250 
and has an invoice showing that he paid $250, do you work the duty out on the 
$250 or do you make him pay on the $270?—A. The fair market value in Regina 
has nothing to do with the value for duty at all. It is the fair market value as 
sold for home consumption in like quantity and under similar conditions in the 
country of export—the United States. | 

Q. Not to the agent or to anybody else?—A. If the importer is the user his 
value will be the price as sold to the user in the United States. | . 

Q. In other words, you make him pay a duty of 174 per cent, and the 124 
per cent which you give to the company does not go to the consumer?—A. That 
is quite so. 


By Mr. Cleaver: oH 
Q. Would you mind trying to answer my question? The value for duty 
purposes is as I understand it determined by the fair market value in the 
country of origin. How much below the fair market value in the country of 
origin would you fix the value for duty purposes?—A. Not at all. It is the 
fair market value. | | : 
Q. Well then, how much is it below what the consumer pays in the country 
of origin?—A. The various discounts which prevail in that country. 
Q. Could you explain to the committee then about an error of about 100° 
per cent which did actually occur in your department in regard to farm imple- 
ments; that is, evidence before the Price Spreads Commission tells us that as a _ 
result of your value for duty purposes Canadian branches of American concerns 
have to pay from 10 to 15 per cent more than they would have paid if that ruling 
had not been there. 3 
Witness: Mr. Chairman, I think I should see that evidence. I do not 
understand this very well. I am not familiar with the statement referred to. 


Mr. Grawam: Perhaps I could help to clear that up. 


By Mr. Graham: | 
Q. What would be the result if the Canadian importer did ‘not purchase 
goods over there at less than the fair market value fixed by your department; 
[Mr. Edward H. Richards. ] 
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what would be the result; what penalty would he have to pay?—A. He would 


have to pay the difference between his purchase price and the fair market value. 


By the Chairman: | 


Q. And if he did not do that you would apply the dumping duty?—A. Yes. 
It is only when the price is less than the fair market value that the dumping 
duty applies. 

Q. It is only when the price is below what you determine as the fair market 
value that you apply what you term your dumping duty?’—A. Certainly. 

In that case the benefit of the increased cost of the implement would go 
to the parent company; whereas the dumping duty if applied would go to the 
benefit of the Canadian Department of National Revenue. | 


By Mr. Mackenzie: 


Q. Is there very much dumping duty applied? What percentage would it 
be?—A. I do not expect there was any, hardly, for the simple reason that the 
importers were usually branch houses of the exporter and they would no ‘doubt 
pay to the exporter the value as fixed by the department. Now, we do not 
know, there is no way of ascertaining the amount for the simple reason that 
dumping duty is not kept in a separate account, or not distributed in statistical 
returns. 

By Mr. Donnelly: 


-Q. As I understand. witness the duty is calculated on the value placed on 
the article in the country of origin, and that determines the amount to be paid 
by the person importing it?—A. Yes. 

Q. If the consumer is importing he pays duty on the retail price; if the agent 
is importing it he pays duty on the wholesale or special price that is given out; 
in other words, they make a distinction?—A. The inescapable requirements of 
section 35. — 

Q. But, you make a distinction, the man. who is a dealer or retailer gets a 
special privilege and he is allowed to pay a smaller rate of duty than the man 


_ who is the consumer, and who has to pay the full amount. 


_ By Mr. Graham: 


Q. So long, Mr. Richards, as the American exporter knows the regulations 
of the department which are used as the measuring stick to fix the fair market 
value, he invoices to the importer at that price so that the department never 
hears about it at all; isn’t that right? Has that measuring stick which you have 
set up always been the same over the 1913-1936 period?—A. In relation to the 
basic American factory price paid, yes; there has been no change at all. 

Q. Now, with respect to that provision—I do not know just how old the 
provision is—which permits the minister to fix or regulate the fair market value 
for duty purposes, an arbitrary price, if he thinks there is a chaotic condition 
or some other conditions which justifies it, has that ever applied to farm imple- 
ments during this period?—A. No. 

©. There has been nothing except the fair market value rule—A. No. 

Q. Has dumping duty ever applied to farm implements?—A. No: 


Mr. GraHaMm: That is the explanation of your point, Mr. Cleaver. : 


Mr. Cieaver: That explains it, but I would like the witness to tell us if he 
can how this error occurred, which obviously did occur, as a result of the ruling 
of the department, when the parent concern billed the Canadian branches for 
implements at a much higher price than that at which they wanted to bill them 
simply to save themselves from the payment of this dumping duty, with the 
result that the Canadian farmer was gypped. 


‘ 
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Mr. GranamM: May I say that Mr. Richards is a government employee and 
naturally he would not care to pass an opinion on the wiseness or other-wiseness 
of these acts or of interpretations placed upon them. I merely point that out 
in fairness to this witness, who is here for the purpose of trying to help us lay 
our foundation of facts. . 


The CHairman: Naturally Mr. Richards would not. have any specific ~ 
information on the case you have in mind. | 


Mr. Creaver: They have a rule in their department under which that 
error was made. The gentleman before us is from that department and he 
should know about it. 


The CuatrMAn: From what Mr. Richards stated a moment: ago, granting 
for the moment that your observations are correct, it is quite possible that 
neither Mr. Richards nor the department would have any reason for recognizing 
it at all, for the simple reason that the companies themselves, realizing the 
policy of the department with regard to establishing values for duty purposes 
on the basis of fair market values, invoiced their products at what they knew 
to be the fair market value, or the value for duty purposes. 


Mr. Gotpine: Mr. Chairman, just a moment, until we try to get this thing 
straight. Now, Dr. Donnelly has cited a case where perhaps the farmer himself 
would go across the line and purchase an implement in the United States from 
some company there. Now, if those companies have agencies established in 
Canada do they sell direct to the farmer from the company itself or do they sell 
to the agency. In any case, would the farmer be able to go to the United 
States and buy direct from the company with an agency right near him in 
Canada? | 

_ Mr. Donnetty: Sure. There are lots of places where a man could go 
across the line and when he gets down there the dealer doesn’t ask him where he 
comes from, he doesn’t know but what he comes from some place in Minnesota 

_ or Montana, he doesn’t ask him whether he came from Manitoba or Sas- 
katchewan. As a matter of fact he may cut the price if you have the cash to pay 
> him with. 3 

The CHArrMAN: Order, gentlemen, let us keep in line here. 

Mr. Goupine: You find cases where that has happened. 


Mr. Neepuam: I do not think that apples. I know of case after case - 
where a customer has gone down to Ontario—I know of a case where a man 
went down to Toronto and bought a buggy. He expected to get it at a tremen- — 
dous cut rate, but when he got there he was quoted just the same price as if he 
had bought it at home, and the first thing I knew about it was when we got a 
cheque for the commission. That was bought in Toronto. 

Mr. Evans: That was bought across the line. 


Mr. NeEepHAM: The same thing would apply. The companies protect their 
agents. ee 

The CuarrMan: The case you cite is hardly comparable with a case where 
a purchase is made in the: United States. 


Are there any further questions which the committee would like to direct 
to this witness? 


By Mr. Dupuis: 


@. I would like to have a case explained. <A person goes to the United 
States and buys a mower from a dealer there. Let us say that the fair market 
value of that mower in the United States is $75, and the manufacturer for the 
purpose of exporting it into Canada would reduce that price to $60: I understand 
that your department would investigate to find out what would be the ordinary» 


[Mr. Edward H. Richards.] : 
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price in the United States, and that you would fix your duty on that fair market 


value for that article in the United States?—A. If $60 were the published price— 


and it usually is a published price—to the dealer or representative, then the 
exporting manufacturer may show that on his invoice, and further the discount 
of 124 per cent to his branch or jobbing organization in Canada, and that would 
be acceptable for duty purposes. 

Q. And the dumping duty would be imposed on the full price, or only on the 
difference between $60. and the $75?—A. It would be on the difference between 
the $60 and the actual selling price to the purchaser in Canada. 

The CHArrMAN: Well, are there any further questions for Mr. Richards? 

Mr. NerpHAM: You said my illustration did not apply. I can give you an 
exact case of a car bought in Flint. The man could not get delivery of his car 
until he gave full information about himself—it applies in these two cases, one 
out in the west and the other in Ontario. : 

The CHarrman: I quite agree with you on your point, Mr. Needham. I do 
not doubt that that is what happened in your case, but the situation of buying a 
buggy in Toronto and having it delivered in western Canada is not to be com- 


pared with the purchase of an implement in the United States for importation 


into Canada, particularly having in mind the applications not only of the 
regular tariff but. of the dumping duty as well. I do not think the situations are 
comparable at all. 

Mr. Nerpuam: My point is that no matter whether they are in the United 
States or in eastern Canada the manufacturers protect their agents. 

The CuairmMAN: That may quite be. 

Mr. Donnetty: The point is that: you do not import them from the United 
States because you can’t. By the time you pay the duty the price is higher than 
it would be if you were to buy the implement in Canada. 

Mr. Gouprne: If the practice is prevalent of people going over there to buy 
their implements without the agents knowing it and without the customs people 
knowing it the matter is one which should be investigated. 

Mr. DonneELLy: The customs people do know it. 

Mr. Warp: Perhaps the witness makes his statement without knowing what 
takes place in some of the country customs offices. I was called in to a customs 
office at a country point not long ago by one of my constituents. He had received 
a box of cigars from the United States. I had purchased exactly the same kind 
of cigars not long before, in the United States, and I knew what the retail price 
of them was. The customs officer at that point imposed a duty on exactly double 
the price I had paid for the same cigars retail over the counter at a point in 
the United States, and the cigars were returned to him. The case I cite is only the 
matter of a box of cigars, but it shows a serious situation exists with respect to 
the fixing of value for duty purposes—the price was double the retail price. I 
merely bring it to attention because it might apply to farm implements or any- 
thing else. 

The CuairMan: I think we will have to take that up in the house when we 
have the minister before us. 

Mr. Warp: I do feel that now we are discussing the fixing of duties that the 
point raised is quite relevant to the discussion. 

The CyHarrMan: I think the matter is one which would more properly be a 
subject for discussion in the house when we have the minister before us, and that 
we should stick more closely to the terms of our order of reference. 

‘Tf that is all, let me thank you Mr. Richards, personally and on behalf of the 
committee, for the information which you have brought to us this morning. 

May we proceed then to call our next witness, Mr. Younger. 
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Luoyp Rosert Younaur, called. 


By the Chairman: . 


Q. Would you be good enough to give the committee your full name and the 


position that you fill in the department?—-A. Mr. Chairman, my name is Lloyd 
Robert Younger. I am reviewing appraiser, tariff section, customs division. 

Q. Will you go ahead and give us the material that you have prepared?— 
A. Our department was asked to prepare a statement in two ways; one, relative 
to the rates of customs duty applicable to a certain selected list of agricultural 
implements and machinery; and in addition to indicate the history of the parts 
used in the manufacture of such implements in Canada. We were requested to 
go back to 1913 and follow through. I have prepared a statement which is 
rather voluminous, but it is necessary on account of the extent of the inquiry. 
The implements and machinery that were chosen were cultivators, harrows, 
seed-drills, horse-rakes, manure-spreaders, farm wagons, traction engines, and 
so on. I think I can bulk most of them. As in effect in 1918, the rate of duty 
on these articles imported from United States—although the other tariffs are 
outlined here too—was 20 per cent, with the odd article like ensilage cutters, 
farm sleighs and farm wagons at 25. 

By Mr. Graham: : 

Q. What about cream separators?—A. Well, I think I will pick those up 
afterwards, if you do not mind. | . 

Q. That will be fine —A. On April 7, 1914, mowing machines and. harvesters 


were selected to take a lower rate of duty, namely 124 per cent. On June 6, 


1919, some of the articles such as cultivators, harrows, seed drills and so on 
were reduced to 15 per cent; some were still left at 20; some were made 173. 
On May 24, 1922, there were substantial reductions—no, I possibly should not 
say substantial. There were reductions from the 15 per cent rates to 124 per 
cent; some were reduced to 20 per cent. Farm wagons were reduced to 20. 


By Mr. Graham: | 
| Q. What was your statement before that to the effect that some were 
reduced?—A. Some reduced to 124 per cent. 


Q. Oh, yes——A. Those items that were carrying 15 per cent, namely — 


cultivators, harrows, seed drills, horse rakes and manure spreaders, were reduced 
to 124 per cent. Mowing machines and harvesters were reduced to 10 per 
cent; ensilage cutters and ploughs to 15; combines and threshing machines to 15. 
Then on April 11, 1924, the rates were again reduced, ranging from 6 per cent 
on harvesters and mowing machines, 74 per cent on cultivators, harrows and so 
on, to a maximum of 10 per cent on threshing machines, combines, farm wagons 
and so on. Those rates were not changed’ in the subsequent tariff changes— 
that is, of 1925 and 1929—with the exception that in 1929 the combines were 
reduced to 6 per cent. The next change was on May 2, 1930. There was no 
change in the rates of duty on the top half of the list I have, but in the lower 
half—that is, ensilage cutters, ploughs, farm wagons, threshing machines, 


combines and so on—the rate was not reduced under the general tariff but the - 


British preference was made free. That ieft the rates substantially the same as 
they were in 1924 from the United States. On September 17, 1930, the British 
preferential was not changed; the intermediate was made 15 per cent all along 
the line; and the general rate was made 25 per cent. 


By Mr. Dupuis: | 


Q. What was it before?—A. The general rates ranged from 6 per cent up 


to 10 per cent. 
Q. Before the reduction?—A. Before September 17, 1930. On January 1, 
1936, the Canada-United States trade agreement was introduced which lowered 
[Mr. Lloyd Robert Younger.] 
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~ those rates of duty ed 125 per cent. On May 2, 1936, the budget resolutions 
were introduced reducing the rate to 74 per cent. 


By Mr. Graham: 


Q. Up until that Canada-United States treaty, United States was always 
under the general tariff?—A. The general tariff, yes. Now, I shall go back to 
cream separators. Cream separators were in the tariff of 1906 free of duty. 
They followed through free of duty up to October 18, 1932 when, as a result 
_ of the Imperial Economic Conference, an intermediate and general tariff rate 
of 25 per cent was placed on cream separators, which rate is still in effect from 
the United States, in view of the fact that although United States gets most 
favoured nation treatment—that is, other than most favoured foreign nation 
treatment—the intermediate tariff rate is the same as the general, so there is no 
reduction. 


By Mr. Graydon: 


. @. Is there any extensive manufacturing of cream separators in Canada? 

_ —A. I do not know whether I can answer that it is extensive; but there are 
manufacturing operations, I understand. I do not know whether it is necessary 
to go into detail, but I believe they are manufactured in Hamilton. I believe 
they have been manufactured or were manufactured for years up the line some 
place; at Renfrew, I think it was. Offhand I cannot say definitely; but that is 
the extent of my knowledge of it. 


By Mr. Tomlinson: 


Q. Are cream separators still on the intermediate tariff?—A. Yes. 
Q. 25 per cent?—A. 25 per cent. 


By Mr. Graham: 


Q. Were any of the implements and machinery in the list that you have 

there subject to the Ottawa agreement with the exception of cream separators? 
_ —A. None of them were subject to that. 

Q. It was the only one?—A. The cream separator was. ) 

Q. And as a result of section 9 of the Ottawa Agreement, so far as changes 
in the differential are concerned—have you section 9 with you?—A. I have it 
in my brief case. 

Q. Give us briefly the result of it?—A. The result is that the British were 
guaranteed a certain spread over a period of years which, I believe, cannot be 
touched until the time of that agreement runs out. The agreement came into 
effect in 1932, for five years. The five years are up next October. 


By Mr. Dupuis: 


Q. That is the cream separator. Have you anything as to barbed wire?— 
A. No, I have not got barbed wire. I was just asked to prepare certain informa- 
— tion, and that is what I have. 


By Mr. Ward: 
Q. Do we import cream separators from Great Britain?—A. I cannot say. 
The Cuamman: The importations have not been large, as yet, from Great 
Britain. The point, I believe, about cream separators is that in the Ottawa 
agreement of 1932 a certain differential between the general and the inter- 
mediate tariff was to be maintained. 
Witness: That.is correct. 


Mr. Tomuinson: It could not be altered. 
- 19630—3 
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The Cuairman: It could not be altered; and piece items were the same. 

Mr. Gouprne: Certain articles were fixed for a term of years in that 
agreement. 

The Cuairman: And the agreement being for five years, it fixed this duty ~ 
for five years. 

Mr. Goupine: Quite so. 

The CHarrmMan: Will you proceed, Mr. Younger? 

Mr. GraHaM: May I interject here that the witness has not, if you will 
notice, dealt with each individual item. Could we put this in as an exhibit? 


The CHAIRMAN: I think this statement should be printed right in the record 
because it contains very valuable information. It gives the changes that have 
been made from year to year in the tariff back to 1913. 

Mr. Leaner: That will be fine. 

Witness: Shall I go ahead? 

The CHAIRMAN: Yes, if you please. 

Witness: Traction engines were 20 per cent in 1913. In 1918 farm tractors 
valued at not more than $1,400 were made free, leaving the other tractors at the 
20: per cent rate—that is, those costing over $1, 400, for farm purposes. That — 
rate on the highest priced tractors was reduced to 174 per cent in 1919. The 
lower priced tractors valued at not more than $1,400 ran right through free of 
duty up to the present time. ; 


By Hon. Mr, Motherwell: 


Q. Is that excise of 3 per cent levied on that he tk Yes. th 

Q. That is levied on everything?—A. On practically venue That 
is an import tax. 

Q. It is levied on all imports?—A. Practically all. There are some excep- 
tions. The highest priced tractor engines remained at 174 per cent until 
May 2, 1930, when they were reduced to 15 per cent. On September 17, 1930, 
, they were increased to 25 per cent. Under the Canada-United States trade ; 
agreement all internal combustion traction engines were made free. In the | 
budget resolution all traction engines are free from all countries—internal com- 
bustion traction engines. | 


By the Chairman: | 

Q. Are all tractors free of duty now entering Canada from any Seem Mi ory | 

A. From any country, under the budget resolutions. : 
Q. Which budget resolutions?—A. Of May 2, 1936; that is, the Ht 

budget resolutions. That, of course, does not affect United States because they 

were free from January a anyway, under the Canada-United ae trade 

agreement. 


By Mr. Leader: 


Q. I was just wondering whether that did not mean portables. Traction 
engines do not come in duty free. I thought that only applied to portables?— 
A. No. It reads “Internal combustion traction engines.” It would take in 
Fordson or Caterpillar and so on, either large or small, as long as it was engine 
operated; that is, Diesel, gasoline and so on. 


By Mr. Dupws;: 


Q. Only for farm use?—A. No, for all uses now. It was restricted to farm 
use up until the Canada-United States trade agreement; that is, on lower priced 
traction engines not costing more than $1,400. 


[Mr. Lloyd Robert Younger.] 
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_ Then I have gone into the question of repair parts and I have worded it this 


way: “In general repair parts for the above-mentioned implements and 


machinery were provided for at the same rate as the articles of which they were 
complete parts, up to the 17th September, 1930, when the rates were increased to | 
25 per cent, when tariff item 409q was placed in the tariff providing a continuation 
of the old rate on complete parts for repairs, with the following exceptions.” 
That is, although the general items suggest that cultivators and so on had a pro- 
vision for complete parts in them at 25 per cent, an item was inserted in the 
tariff called 409q which continued the old rates of duty, the rates that applied 
prior to September 17, 1930. 


By the Chairman: | 

Q. That is with respect to repair parts?—A. Repair parts for those imple- 
ments. | 

Q. Those repairs that you referred to there continued at the lower rate of 
duty, but they were repairs that were manufactured by the same company that 
manufactured. the original implement. Is it not restricted to that?—A. Well, 
within this period here (indicating) ; that is, between the period of May ‘25 and, 
I think it was, October 13, that restriction was in force under regulations pre- 
scribed by the minister. 


By Mr. Dupuis: 


Q. October 13, 1930—A. 1932. There was a period in between May and 
October when item 409q was interpreted as including “parts the product or 
manufacture of the agricultural implement manufacturer who manufactured the 
implement for which the parts are imported for use as repairs.” 


By the Chairman: Pe 


| Q. In other words, during that period repair parts such as ploughs, binders, 
canvass extension guards, and things of that character that were made by 
jobbers in the United States or other countries and imported into Canada would 
have to carry duty of 25 per cent, or carry a duty of 25 per cent during that 
period?—A. Yes. | 


By Mr. Dupus: 
Q. What is it now?—A. The rates of duty now under the budget resolutions 


are mainly 74 per cent, following the implement of which they are complete 
parts. 


Q. That is according to the Ottawa agreements?—A. No. It is in accord- 
ance with tariff changes that were introduced in the house on the Ist of May, 
1936. In the Ottawa agreements the rates were reduced to 124 pretty well all the 
way through. The parts still went in at the old rate of duty in accordance with 
409q, because 409q was not cancelled until the Ist of May, 1936. 


Q. Are there manufacturers of implement parts in Canada?—A. Of course, 
I would say that the agricultural implement manufacturers themselves would 
be the manufacturers of the parts. That is in a general way. 


Q. Is there any manufacturer of tractors in Canada?—A. No. ,I will come 

to that later. That is, we have never ruled internal combustion engines as of a 
class made in Canada. I should say never. They are not ruled by the depart- 
ment as a class made in Canada. Now, the exceptions to that general rule are 
with respect to cream separators. During the time cream separators were free 
from duty-—that is from the inception of the present tariff in 1906 up to the 13th 
of October, 1932—there was a provision in the cream separator item for steel 
bolts, but no provision for parts of cream separators as such, and they went 
according to the regular requirements of the tariff depending upon the rate of 
19630—84 rer Y4 
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duty in effect at the time. If they were machine parts they were rated under the _ 
general machinery item; if they were not machine parts they were rated according 
to the material of which they were manufactured, and, in some case, finished. — 


By Mr. Ross: | 
Q. During that period were cream separators manufactured in Canada?—_A. 
I would not think so. Ave 


By Mr. McKenzie: f 
Q. What did you say the duty imposed in 19382 was?—A. On cream 
separators, 25 per cent. 
The Cuatrman: That is the general tariff, free from Great Britain. 


By Mr. Tomlinson: 

Q. And they are bound until the expiration of the British agreements ?— 
A. Yes. ) 7 
(). Next year?—A. Yes. Then I have mentioned the other exception, 
namely, the traction engine. That is those costing over $1,400. When the 
general rate of duty was increased on the higher priced internal combustion 
traction engines there was a provision made in 409q continuing the old rate at 
15 per cent for repair parts. Tariff item 409q—the repair part item-—is cancelled 
from the 2nd of May of this year, the parts going back to the items. 

Mr. Evans: When that 25 per cent duty was put on cream separators in 
October, 1932, was there an increase in price of cream separators? 

Witness: I cannot say. I am prepared to answer any questions with regard. 
to what happened in rates of duty applicable on goods, but I would not attempt 
to predicate the effect. ; | 


By Mr. McKenzie: 


Q. You would be in a position to say where these were imported from, 
would you not?—A. I suppose the information could be obtained. | 
— Q. But you could not say offhand?—A. No. 

Mr. Jounsron: It is almost 1 o’clock, and if Mr. Younger is going into 
another phase of his work we had better adjourn. ; 

Mr. Brertranp: How long would it take Mr. Younger? 

The CHAIRMAN: Quite a little while. - 

Witness: Of course, most of the parts for manufacture are covered by one 
item. But there are other items that have to be mentioned. 

The Cuairman: Perhaps we should let Mr. Younger proceed and make a 
digest of the items he is referring to here. . 

Wirness: I might be able to get through in short order. 

The CHatrmMan: Proceed. Meike 
Wirness: In regard to the manufacture of agricultural implements from a 
tariff viewpoint, tariff item 442 is the item under which the bulk of materials. 
and parts for the manufacture of the said articles are imported, and is quoted in 
part hereunder, with the names of certain specified implements and machinery 
bracketted following the tariff item number under which they themselves are 
provided for. It has been consistently ruled since the inception of this tariff 
item and former tariff item 442a that, in addition to the materials entering into 
the manufacture of the products, the item includes tools and machinery and 
other articles of plant equipment and other goods actually used in the process 
of manufacture of the goods provided for in the item, when imported by manu- | 
facturers of such goods for use exclusively in the manufacture thereof, but that. 

_ [Mr, Lloyd Robert Younger.] , | % Pee eats “ti Page: hit 
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% the item does not include the plant buildings nor materials therefor, nor equip- 
_ ment of buildings such as plumbing fixtures, fire fighting apparatus and. heating 


] 
4 
| 
4 


or lighting equipment, nor office supplies. You will also note from the proviso 
that the goods which are entitled to free entry or to a lower rate of duty than is 
mentioned in this item shall not be entered at the rate specified in the item. 
Tariff item 442 replaced on the 2nd May, 1930, former tariff item 445a which 
was placed in the tariff on the 17th April, 1924, and which is also quoted in part 
hereunder, with the addition of the names of the implements and machines as 
previously mentioned. Prior to the inception of tariff item 445a there was no 
general item of this nature in the tariff and, aside from the special items which 
will be mentioned later, the goods for the purpose stated were subject to the 
regular rates of duty. 

If you are bringing in rough lumber and rough lumber were free you would 
use the free item, being lower than the duty on the general item. 

This item 442 reads:— 

Articles which enter into the cost of manufacture of the goods 
enumerated in tariff items 409b (cultivators, harrows, seed drills, horse- 
rakes, manure spreaders), 409c (ploughs), 409d (mowing machines, har- 
vesters, either self binding or without binders, harvesters, in combination 

with threshing machine separators), 409f (ensilage cutters), 409} (thresh- 
ing machine separators), 489c (farm wagons, farm sleds), when imported 
by manufacturers for use exclusively in the manufacture in their own 
factories of the goods enumerated in tariff items above. 

Prise relerential Artin ic, yc se he ler eas SNe ok eee Cen 
Pemerrmodnale Parity yi) Wihiy <r iii eC OPE Veal ES RG a eee 
Cremer beh sree 5 6 per cent. 


That is 6 per cent from the United States and 5 per cent from Great Britain. 
The item which it replaced and which came into effect on the 11th of April, 1924, 
was substantially the same and carried the same rates of duty—that is 5, 6, 6, 
have been carried through since 1924. , | 


Mr. Grauam: And continued to the present time? 


Wirness: Continued to the present time. There are a few special items 
which are outlined here and which I do not think I need read—that is pig iron 
rolled iron or rolled steel in bars and so on. I have outlined the history. 

Malleable sprocket chain which was in the tariff from 1914, and is used by 
manufacturers of agricultural implements, and which was free of duty, continued 
free up to the 13th of October, 1932—that is the conference again—when a 10 per 
cent rate of duty was placed on it. 

Mr. Evans: There was an increase. 

Wirness: From free to 10 per cent. 

Mr. Tomuinson: That is still bound. 


Wirness: Yes, the same way as with the cream separator. I also have a 
general list of materials handed to me by counsel. I have shown the history of 
these articles: — 

Rough lumber not further manufactured than sawn or’ split and 
lumber not further manufactured than dressed on one side only. . 
duty free. 7 
all the way through right up to the present time; and lumber further manu- 
factured than as above—25 per cent ad valorem, and so on. I have gone into 
cotton duck, foundry coke, coal and other articles. 

Mr. Evans: Is that on all classes of lumber or just hard wood? 

Wirness: All classes not further manufactured as outlined in the item—that 
is not further manufactured than sawn or split. 
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~ The CuairMan: Perhaps you had better read those items. 


Wirness: Most of those goods were incorporated in that 6 per cent 1tem— 
old 445a—when it came into effect in 1924. That is, prior to 1924 they took the 
regular requirements of the tariff, but once the special item came in they took the 
6 per cent rate. 

Then, with reference to cream sepeeenee I have articles for the manufacture 
of cream separators when cream separators were free up to the period already 
mentioned and there were, we might say, compensating items for the manufacture 
of cream separators. One read :— 


Materials which enter into the construction and form part of cream 
separators, when imported by manufacturers of cream separators to be 
used in their own factories for the manufacture of cream separators. 


The item was free. There was a correponding item for the parts manufactured 
for cream separators, and those items are still in effect; that is, they are general _ 
production items, substantially the same as the 442 item for the manufacture of 
agricultural implements. 

Although there is a special item in the tariff for articles for use in the 
manufacture of traction engines, I do not believe you are interested in same 
for the reason that the department’s file indicates that internal combustion 
traction engines are not ruled as of a class made in Canada. Therefore, it is — 
logical to conclude that if they are not making them they will not use the item. 
That is the consensus of what I have here. 


By the Chairman: 


Q. Generally speaking, what percentage does the tariff rate amount te on 
these raw materials?—A. 6 per cent for agricultural implements—that is the 
bulk item. | | 

Q. The bulk item is that there is a 6 per cent duty on the raw material 
used in the manufacture of agricultural implements?—-A. And including- plant 
equipment :—- 

ees which enter into the cost of manufacture of the goods 
enumerated in tariff items 409b— 
and so on under certain conditions. 


By Hon. Mr. Motherwell: 


Q. You spoke of cream separators. The 25 per cent duty was put on enter 
the terms of the Ottawa agreements ?—A. Yes. 

Q. But it does not apply to empire countries?—A. No, it is still free. 

Q. It does not apply to separators coming from empire countries?—A. No. 

Q. Do any come from there?—-A. I could not say. I think the trade returns 
would probaly show. 

(Statement re tariff history of certain agricultural implements and machin- 
ery from 1913 to 1936, together with memorandum on articles and materials for 
the manufacture of farm implements and machinery in question other than cream 
separators and traction engines appear in appendix 6 of to-day’s evidence.) | 

The CuarrMan: What about a further meeting? We have Mr. Rutherford 
with us this morning who is prepared to give us additional information which 
he has worked out. It will probably take twenty minutes to half an hour. 

Mr. Tomurnson: I move we adjourn to the call of the chair. 


Committee adjourned at one o’clock, to meet again at the call of the chair, 
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THE MATERIAL COST, PRODUCTIVE LABOUR COST, FREIGHT, AGENTS’ COMMISSION 
§ AND RETAIL PRICE OF THREE SPECIFIED IMPLEMENTS EXPRESSED AS PER- 
¥ CENTAGES OF THE COMPARATIVE FIGURES FOR THE YEAR 1913. 
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PRICES OF CERTAIN MATERIALS USED IN IMPLEMENT MANUFACTURE, FREIGHT 
RATES ON IMPLEMENTS, AND WAGES PER HOURIN THE IMPLEMENT INDUSTRY _ 
EXPRESSED AS PERCENTAGES OF THE COMPARATIVE FIGURES FOR THE YEAR _ 
1913. ) : : 


MatTERIALS 
Year | Pig Iron Steel Coal Linseed Oak 
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TABLE X 
Company No. 1 Company No. 2 
INTERNATIONAL HARVESTER MASSEY-HARRIS CO. 
COMPANY OF CANADA LIMITED 
Average of 6 Implements Average of 9 Implements 
—— 1913 1933 Increase, 1913 1934 Increase, 
per cent per cent 
| $  cts.| $ cts $ © ects 
Sales Realization— 
j A Cash price to consumer at Regina. . 83 04 127 24 53 130 00 50 
; B Agents commission................ 15 84 23 16 46 20 92 110 
‘ Be PE ORG SE BY Setar Se ioe A: HEN. 8 98 13 63 52 16 58 33 
1 D Net price realized A—(B+C) Laer ae 58 22 90 45 55 | 92 50 42 
FE MCRD nd RG ST AER aM 
Factory Cost— : 
, Poe AVE EROEM REY, Sere usec toya es aie 2) gi CORR oe 22 41 39 78 vee 42 08 64 
a Ee TOOUCLEV OIA DOUT o 244) cus c's v ely wel 5 58 11 46 105 6 33 24 
Be 2.0 Prine cost (HEE)... co) fe 99 |. Bt 83 48 41 58 
} H Other factory expense.............. 6 42 38 84 505 26 42* 247 
; I Total factory cost (G+H).......... 34 41 | 90 08 162 74 83 96 
fi LU SE OE Dy ED REE & Dae WL ALES 
~ J C1) Gross Profit (D—I) before ad- 
a. _ ministration, selling expense, 
a (Ses ty rae ee IER eM AN 23 81 0 37 —98 
5 7 ppteee cee cors meme r area feaee sca ae ren areerare wr! decrease 
«J (2) Gross Profit (D—I) before selling 
w: expense, etc., but deducting 
‘a PAUSE INASP EA CITA Thar cht peter ORE Aen EL Boe He a 17 67 —35 
decrease 
4 : 
*Includes figures for factory overhead and administrative expense. 
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AppenDIx No. 6 ; ; 
TARIFF HISTORY OF CERTAIN AGRICUL 


From 1913 
The dates shown indicate when the various tariff changes took place 
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Goods In effect in April 7, Feb. 7, June 6, May 24, 
1913 1914 1918 1919 1922 
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Nore:— 

In general Rerarr Parts for the above-mentioned implements and machinery were provided for at the same rate as 
the articles of which they were complete parts, up to the 17th September, 1930, when the rates were increased on the im- 
plements and machines when tariff item 409q was placed in the Tariff, providing a continuation of the old rates on complete 
parts for repairs, with the following exceptions: 

(a) Cream Separators—Aside from steel bowls, repair parts for cream separators were subject to duty, ranging from 
approximately 25% ad valorem to 45% ad valorem, under the General Tariff, in view of the fact that the cream 
separator item contained no provision for parts up to the 13th October, 1932, when provision was made in the item 
for complete parts. Sy 


to: 1936 
4 The three rates shown in each case are British Preferential, Intermediate and General 
a ee ON_ONOONGNFDSSS——oo 
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(b) Traction Engines—Integral parts or complete parts were provided for 
complete parts up to the present time, except for farm tractors, n.0.p., 


; from the 17th September, 1930, at the old rates. 
(c) Tariff Item 409q repealed from 2nd May, 1936. 


Note :— 
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AprENDIx No. 6 


Free Free Free 


the same as the engine of which they were 
which were provided for in tariff item 409q 


In accordance with the Canapa-Unirep Starrs TRADE AGREEMENT, effective from the Ist January, 1936, all internal 


combustion traction engines and complete parts thereof are free of duty an 
at 123% ad valorem, with the exception of the cream separators and comp 
as formerly, and the farm wagons and farm sleighs, 


which are dutiable at 15% 


dthe remaining articles outlined above are dutiable 
lete parts thereof, which remain dutiable the same 
ad valorem, Intermediate Tariff. 
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ARTICLES AND MATERIALS 


For THE MANUFACTURE OF THE Farm IMPLEMENTS AND MACHINERY IN QUESTION 
OtHER THAN CrEAM SEPARATORS AND TRACTION ENGINES 


Tariff item 442 is the item under which the bulk of materials and parts for 
the manufacture of the said articles are imported and is quoted in part here- 
under, with the names of certain specified implements and machinery bracketed 
following the tariff item number under which they themselves are provided for. 
It has been consistently ruled since the inception of this tariff item and former 
tariff item 445a that, in addition to the materials entering into the manufacture 
of the products, the item includes tools and machinery and other articles of plant 
equipment and other goods actually used in the process of manufacture of the 
goods provided for in the item, when imported by manufacturers of such goods 
for use exclusively in the manufacture thereof, but that the item does not include 
the plant buildings nor materials therefor, nor equipment of buildings such as 
plumbing fixtures, fire fighting apparatus and heating or lighting equipment, nor 
office supplies. You will also note from the proviso that the goods which are 
entitled to free entry or to a lower rate of duty than is mentioned in this item 
shall not be entered at the rate specified in the item. Tariff item 442 replaced 
on the 2nd May, 1930, former tariff item 445a, which was placed in the tariff 
on the 17th April, 1924, and which is also quoted in part hereunder, with the 
addition of the names of the implements and machines as previously mentioned. 
Prior to the inception of tariff item 445a there was no general item of this nature — 
in the tariff and, aside from the special items which will be mentioned later, the 
- goods for purpose stated were subject to the regular rates of duty. . 


Tariff Item 442— 
Articles which enter into the cost of manufacture of the goods 
enumerated in tariff items 409b (cultivators, harrows, seed-drills, horse- 
rakes, manure spreaders), 409c (ploughs), 409d (mowing machines, 
harvesters, either self-binding or without binders, harvesters, in combina- 
tion with threshing machine separators), 409f (ensilage cutters), 409} 
(threshing machine separators), 439c (farm wagons, farm sleds), when 
imported by manufacturers for use exclusively in the manufacture in their 
own factories of the goods enumerated in tariff items above. 


British: preferential! Carine. es. |. eae iy ea aera PGE 
IritermeMisite: Carith Smee ee i. hater ay 6 p.c. 
General taritt i 3 e PN tH ice ky 


Provided that goods which are entitled to free entry or to a lower 
rate of duty than is mentioned in this item shall not be entered at the 
rate specified in this item. | 


Tariff Item 445a—(April 11, 1924) 

Articles which enter into the cost of the manufacture of goods 
enumerated in tariff items 445 (mowing machines, harvesters, self-binding — 
or without binders), 446 (cultivators, harrows, horse-rakes, seed-drills, 
manure spreaders), 446b (ploughs), 447b (threshing machine separators), 
591 (farm wagons), 448 (ensilage cutters). | | 


British: preferential tari eee mal oo eg alee p.c. 
dntermediabe taritts One imam cune ie lees aieaed 6 p.c. 
Ceneraletarnt otal tiie gai ye + lp a aaa na 


_ Malleable iron castings, when imported by manufacturers for use exclusively 
in their own factories in the manufacture of mowing machines, harvesters, © 
binding attachments and reapers, were dutiable from the 7th April, 1914, to the 


11th April, 1924, at 174 per cent ad valorem, under the general tariff. Prior G06 fs 
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_ the 7th April, 1914, such malleable iron castings were dutiable at 275 per cent 

ad valorem, general tariff. 

Fe Rolled or drawn square tubing of iron or steel adapted for use in the 

manufacture of agricultural implements was admissible from the 30th November, 

- 1906, up to the 2nd May, 1930, free, British preferential, and 5 per cent ad 

_ valorem, intermediate and general tariffs, under tariff item 396. This item was 
cancelled from the 2nd May, 1930, when the goods specified therein became 

| dutiable under tariff item 442, when complying with the provisions of that tariff 

item. 

. The rates of duty with respect to pig iron and bars or rods of iron or steel, 

hot rolled, are outlined hereunder in chronological order of tariff changes. 


Tariff Item 375 (In effect in 1913) 
Iron in pigs— | 
3 ribish Pretevemtial gamit uke Ce iC a aah 
E: PROTEC Ate LATTE U R UE Ci en wah) DO 
| Craters LaBelle Nee eM Mo Minha hw OL BAe 
: Rolled iron or rolled steel in bars— 
British: preferemeial caritiy, ses". vos ay a 
- } nterimediate tamiiteie ties ie Re eNO BHO 
Pen Gram bare: Air edmnel tenet sian oiae ets fy ate hary Cy 
: : j 
4 (April 7, 1914) 
9 Pig iron. | 
a): Drten Preterenval Taare ee ora yee Tee 
, 3 Pulermed inter Tari pe ayy: aye ee ah a 
| OTST AL ATE BV MRR UM As ts TROON TC RA 
Rolled iron or rolled steel in bars. 

BritishePercterential (Vartan Mic eG) ace ied Om 
Totermediate: Tani wl Ue RNS aimee Wu a 
Cremeral are en vse BOL A hn Oi 


Tariff Item 445b (April 11, 1924) 

my Rolled iron, rolled steel and pig iron when imported for use exclus- 
ively by the manufacturers in their own factories in the manufacture of 
goods enumerated in tariff items 445 (mowing machines, harvesters, self- 
binding or without binders), 446 (Cultivators, harrows, horse-rakes, seed- 


: drills, manure spreaders), 446b (ploughs), 447b (threshing machine 
separators), 591 (farm wagons). 


. Brush rearerentiak: Parith tr. kyon es Free 
{ SveTMeMbe ania Lys ety kn iy OM opera 
; GNC aR UAG Bear ehs WN suet Benak Maem me a sas ANA MG nee 


j Tariff Item 442a (May 2, 1930) | 
Pig iron or hot rolled iron or steel, when imported by manufacturers 


‘ for use exclusively in the manufacture in their own factories, of the goods 
) enumerated in tariff items 409b (Cultivators, harrows, seed-drills, horse- 
rakes, manure spreaders), 409c (ploughs), 409d (mowing machines, har- 


vesters, either self-binding or without binders, harvesters in combination 
with threshing machine separators), 409f (ensilage cutters), 409] (thresh- 


; ing machine separators), 439c¢ (farm wagons, farm sleds). 
‘ Biiiisie Pheircnine er ani: ie 8 ee oa ok Bina 
‘ obermmerlinne: Vuiritee sy re Ss 8 ag a ee 


General Tariff.. .. .. .. PAC RBM MY Be SYREN SUT 
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Tariff Item 442a (Sept. 17, 1930) | 
Notwithstanding the provisions of tariff item 442, materials or com- 
modities as hereunder defined or described, when imported by manu- 
facturers for use exclusively in the manufacture, in their own factories, 
of the goods enumerated in tariff items 409b (Cultivators, harrows, seed- 
drills, horse-rakes, manure spreaders), 409c (ploughs), 409d (mowing 
machines, harvesters, either self-binding or without binders, harvesters — 
in combination with threshing machine separators), 409f (ensilage cut- 
ters), 409} (threshing machine separators), 489c (farm wagons, farm 


sleds). 

(1) Pig iron per ton 
British Preferential “Tarif. 2.072 4. aa ato Abo 
Tniterniedisher Vein 4. Cia aetiees manish oo nett ane oe 
Greneral Tarinsee Mays, . <. cceeeoreeen ean, tae eee easy 

(2) Bars or rods, of iron or steel, hot rolled per ton 
British preferential Variff. 0... 002.6. le ee, ba 
Intermediate (Pam. ch. Se eee eee Sa 
(General (Pariiien, mine 2e" e), SE ce ee 


Tariff item 386 (c) and former tariff item 444, in effect from the 30th Novem- 
ber, 1906, and which tariff item 386 (c) replaced on the 2nd May, 1930, are also 
quoted hereunder. 


Tariff Item 386 (c) (May 2, 1930) : 


Sheets, plates, hoop, band or strip, hot rolled, being mould boards, 
shares, plough plates, land sides or disc circles, when such rectangles, 
circles or sketches are cut to shape but not moulded, punched, polished 
or otherwise manufactured, when imported by manufacturers of agricul- 
tural implements for use exclusively in the manufacture of agricultural 
implements, in their own factories. 


British Preferéntial: Tarts) sie. he ee eee 
Antermediate: Waris Ae 8 eee enh nah eee ee 
Creriera Garr ecr. te ah a oe ee Ge Se Tae ae 


Tariff Item 444 (Nov. 30, 1906) 

Mould boards or shares, or plough plates, land sides, and other plates — 
for agricultural implements, when cut to shape from rolled plates of. « 
steel, but not moulded, punched, polished or otherwise manufactured. 


British ‘Preferential Varies ob ae oe eee 
Intermedistevmanit em. amniie:| ste. hae ee eee ee 
General aration me as SSS oF EN gata ee 


__ Present tariff item 408 and the former tariff items covering the goods pro- 
vided for therein are quoted hereunder. 


Tariff Item 411 (April 7, 1914) . 
Malleable sprocket chain, and link belting chain of steel, when 


imported by manufacturers of agricultural implements for use in the manu- — 
facture of such implements in their own factories. 7 


British Preferential Variil fi. 0. coe ae ee ee ee 
Intermediate |“ Danitin ss ac sca se Sims aie eee eee ae ee 
General (Pari Wei. oe ie Ee ee eee 


Tariff Item 408 (May 2, 1930) 

Malleable sprocket chain and link belting chain, of iron or steel, in- 
cluding roller chain of all kinds for operating on steel sprockets or gears, | 
when imported by manufacturers of agricultural implements for use 


/ 
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exclusively in the manufacture of agricultural implements,:in their own 
factories, under regulations prescribed by the Minister. 


British Prererentian: Mariin ve ie er me a aie hae pee 
Iiverine cave Bainter svete. ihe. geo lraaiace sail 25, AOE 
RETICLE ALCL TE Git ae oh ete te al eR Me LHe reheat, IRB OG 


Tariff Item 408 (October 13, 1932) 


Malleable sprocket chain and link belting chain of iron or steel, in- 
cluding roller chain of all kinds for operating on steel sprockets or gears, 
when imported by manufacturers of agricultural implements for use 
exclusively in the manufacture of agricultural implements, in their own 
factories, under regulations prescribed by the Minister. 


BrivishPreferentigh Marien) eee ee ake a ree 
Brcer Mediate: Lerieie aM fice uui a ae ce. Smee TN LO eit Canny 
General Tariff. . I) WL aM ME OTS iam NR Caine I KD 2) gh cA 


This material was also free of eae under all Tariffs prior to the 7th April, 
—-1914- 


TARIFF STATUS OF SPECIFIED MATERIALS 


Lumber not further manufactured than sawn or split and lumber not further 
manufactured than dressed on one side only—duty free from 1906 to date. 


Lumber further manufactured than as above—25 per cent ad valorem, 
General Tariff, up to the 11th April, 1924, when it became admissible under 
former tariff item 445a. 


Cotton duck weighing over eight ounces per square yard—20 per cent 
ad valorem, General Tariff, from 1907 to the 11th April, 1924, when former tariff 
item 445a became effective. 


Foundry coke for manufacture of agricultural implements in Ontario—duty 
free from 1906 to date, as being coke of a kind owing to transportation costs is 
not available in this province. 


Bituminous slack coal such as would pass through a 3-inch screen—14 cents 
per ton up to 11th April, 1924, and bituminous coal, n.o.p.—53 cents per ton up 
to llth April, 1924, when former tariff item 445a was placed in the Tariff. 


_ Red paste, if paint, 30 per cent ad valorem, General Tariff, from H00 up to 
11th April, 1924, when former tariff item 445a applied. 


Innseed oil, raw or boiled, $1.65 per one hundred pounds, General Tariff, 
from 1906 up to 11th April, 1924, when former tariff item 445a applied. 


Dry white lead, 30 per cent ad valorem, General Tariff, from 1906 up to 
11th April, 1924, when former tariff item 445a applied. 


Fuel oil, probably 4 cent per gallon, General Tariff, from 1906 up to 11th 
April, 1924, when former tariff item 445a became effective. 


Rolled iron or steel sheets, 5 per cent ad valorem, General Tariff, up to 
6th June, 1919, when they became dutiable at 124 per cent ad valorem, General 
Tariff, and so ‘remained up to 11th April, 1924, ken former tariff item 445a 
applied. 

The iron or steel bars, pig iron and castings are covered by the first part of 
the statement. 
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MATERIALS FOR THE MANUFACTURE OF CREAM SEPARATORS 


Former tariff item 472 as in effect up to the 2nd May, 1930, and tariff items. 
442b and 442c, as in effect from the 2nd May, 1980, to date, are quoted hereunder. 


Tariff Item 472 

Materials which enter into the construction and form part of cream 
separators, when imported by manufacturers of cream separators to be 
used in their own factories for the manufacture of cream separators. | 


British Preferential Tariff. . AG Nesey eee RBG Ge 2 
Intermediate 2Paritt 3 oo lee oT) sea apne 
Cenerale Dl ari i el i as a el Aah ean ere 


Tariff Item 442b (May 2, 1930) 

Materials which enter into the construction and form part of cream 
separators when imported by manufacturers of cream separators for use 
exclusively in the manufacture of cream separators, in their own factories, 
under regulations prescribed by the Minister. 


British ‘Préterenmal varity . 24.2 Paton c Ga. oeree 
iGauisigactsececnnsh a Ohh Gh amma maa iN in MES Ch a. 
CTOneTAd Pair ahe ie ene aie bg cain ae ae Se aL ae ee 


Tariff Item 442c (May 2, 1930) | 

Articles of metal when imported by manufacturers of cream separator 
parts for use exclusively in the manufacture of cream separator parts, in 
their own factories, under regulations eee by the Minister. 


British Patna) Tariff. . BA aaa ees tev Ratan UN gers ke 
FRberme dhe aes oo. Ce TS RC are eee 
General Tarren aS egos ke ie re ey ee ea 


Although there is a special item in the Tariff for articles for use in the 
manufacture of traction engines, I do not believe you are interested in same for 
the reason that the Department's file indicates that internal combustion traction 
engines are not ruled as of a class made in Canada. 
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MINUTES OF PROCEEDINGS 
Fripay, June 5, 1936. 


The Standing Committee on Agriculture and Colonization met this day 
at ll am. The chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Bertrand (Prescott), Bouchard, Donnelly, 
Douglas, Dubois, Evans, Fafard, Fontaine, Furniss, Golding, Gosselin, Graydon, 
Leclerc, MacKinnon (Edmonton West), MacRae, McKenzie (Lambton-Kent), 
McLean (Melfort), Motherwell, Needham, Patterson, Perley (Qu’Appelle), 
Robichaud, Ross (Middlesex East), Senn, Spence, Taylor (Norfolk), Thorson, 
Thompson, Tomlinson, Turner, Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., counsel for the committee. 


Mr. J. B. Rutherford, Agricultural Statistician, Dominion Bureau of Sta- 
tistics, was recalled, heard and retired. 
Mr. William Gilchrist, Chief of Foreign Trade Division, Department of 


Trade and Commerce, called. Witness retired. 


Mr. W. A. Warne, External Trade Branch, Dominion Bureau of Statistics, 
called, heard and ee 


On motion of Mr. Thorson: 


Ordered that the first page of each presentation of Mr. W. A. Warne’s tables 


be printed 1 in the record and that the tables be filed for the use of the committee. 


On motion of Mr. McLean (Melfort): 


_ Ordered that the Clerk do summon Professor A. E. Hardy of the University 
of Saskatchewan to appear before the committee on phcaay, June 9, at 11 a.m. 
On motion of Mr. Thorson: 

Pursuant to Order of Reference of March 138, 1936, empowering the com- 
mittee to employ such experts as may be considered necessary, the committee 
hereby ratifies the employment, until their services are no longer required, of 
the following:— 

T. W. O’Neill—Legal Secretary. 

From March 21, 1936, at $5 per day. 

F. J. Tibbs—Chartered Accountant ‘Auditor.” 

From May 23, 1936, at $25 per day and expenses of $6 per day. 

J. Tooley—Assistant Accountant “Auditor.” 

From May 28, 1936, at $10 per day and expenses of $6 per day. 

T. R. Russell—Auditors’ Assistant. 

From May 11 to May 16 and from May 27 to June 1, 1936, inclusive 
and as required, at $1 per hour. 

Miss V. M. Fisher—Expert Stenographer: 

From May 13 to May 16 and from June 1 to June 2, inclusive and as 
required, at 75 cents per hour. 


That the Chairman be authorized to recommend payment of such additional 
assistance as may be necessary. 


' The committee then adjourned to meet again on Tuesday, June 9, at 11 a.m. 


WALTER HILL, 


Clerk of the Committee. 
20054—14 
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MINUTES OF EVIDENCE 


Hovuss or Commons, Room 231, 
June 5, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the prices of agricultural implements met at 11 o’clock. Mr. 
Weir, the chairman, presided. | 


Mr. R. T. Grauam, K.C., Counsel for the committee. 


The CuHairman: Gentlemen, if you will kindly come to order, we shall 
proceed. We have three witnesses this morning from departmental branches. 
Mr. Graham also has some statements which, I think, it would be well to have read 


into the record, as well as some answers to questions that were raised here some 
days ago. May I also just say that I should like the committee to remain after 


the witnesses have completed their statement. There are two or three things 
that I think we should deal with. I might say that the auditors and our counsel 
feel that they are in a position now, with the information that they have received, 
to examine the implement companies. The implement companies have been 
approached and they are willing to appear next week. So if you will keep that 
in mind, I think we will deal with the formality of that after we discharge the 


witnesses who are going to give evidence here this morning. If it is agreeable 


to the committee, I would like to call on Mr. Graham, our counsel, to clear up » 
some of the matters that were raised a while ago, and also to place on record 
some information that has come to the committee, but which we do not feel it 
is necessary to call witnesses upon. Is that agreeable to the committee? 


~ Some Hon. Mempers: Agreed. 
The CuatrMan: Then I will call on Mr. Graham. 


Mr. Grauam: There were certain questions put to Mr. Losee, you will 
remember, when he was giving his evidence before the committee. The subject 
of the discussion was the difference in the capital spent and the number of men 
employed in 1924 and 1925. At page 90 there was a question asked by Mr. 
McLean:— 


Q. Let us look at the other figures. They employ a little less capital 
and nearly one thousand men more, and nearly $1,000,000 paid out in 
larger salaries and wages, and more money for fuel and electricity, and 
less for material, and yet there is a difference of one and three-quarter 
millions in the value of their output? 


The following statement answers this inquiry :— 


In 1924 there were 63 plants operating. Three new plants reported 
for the year 1925, making a total of 66 plants to be accounted for in this 
year. | , 
Employees: Of these, 36 (including the 3 new plants) showed an 
increase over 1924 of 1,176 employees; 23 (including 5 that went out of 
business) showed a decrease of 317 employees, and 7 plants showed no 
change. Net gain in employees was 859. 

Production: Forty-one plants (which includes 3 new plants in 
1925) showed an increase in production over 1924 of $3,386,475; 25 plants 
(which includes 5 plants retired from business) showed a decrease of 
$5,063,480. Net loss in production was $1,676,955. 
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The net decrease in number of plants was 2. Total plants reporting ; 
in 1925 was 61. 

The majority of plants showed an increase in value of production 
when compared with the preceding year; but the drop in production of 
a few large firms more than offset this gain. 


_ I think this is possibly the most important statement. 


Several of the larger firms showed a marked increase in the number 
employed towards the end of 1925. 


The explanation is not completely clear, Mr. McLean; but without a detailed 
examination, Mr. Losee tells me it is the only information that he can give. 
Mr. McLean: I think it is quite clear. 
Mr. GrauamM: The second question is on page 101, dealing with the volume 
of implement production as opposed to the dollar value of implement production 
in the year:— | 


Mr. McLean: That is not what I mean. I am talking of volume 
as you would talk of the volume of wheat in bushels rather than dollars. 
I should like to have the volume of machinery the same way. It would 
not be very hard to do; it is not beyond the powers of the bureau. They 
could enumerate so many ploughs, mowers, and so on and give an index 
figure. 


In answer to Mr. McLean’s question, the following index of the volume of 
implement production in Canada has been prepared :— 


Year Index No. Year Index No. Year Index No. 
PRO Nas PRs OMG CNL DUNE a NG cA 1925 68 1930 84 
NG A. Wiese aR ie eo a Un run MESES RS 97 1926 100 1931 23 
2 Seite tons AUR a 2s 51 1927 1 1932 A: 
TaN Rann oct cana eer lieendi 1 Mala np 69 1928 111 ie LOSS 15 
IAS Wt ie Ait an aE SOMan RM Daa Na RN Ay 63 1929 112 1934 27 


These index numbers were constructed from a list of twenty-three farm imple- 
ments (see list below) which constitute the major items of production in the ~ 
Farm Implements Industry in Canada. The indexes have been plotted on the 
accompanying chart. ; 

List of implements from which the index of volume of production was — 
made:— 


Dise plough Scufflers 

Single walking plough Corn planters 

Gang walking plough © Grain binders 

Single sulky plough Threshers 

Gang sulky plough Hay loaders 

Gang tractor plough Hay rakes 

Hillside plough Hay rakes (side delivery and tedder. 
Dise harrow combined) 

Spring tooth harrow Mowers 

Cultivators Manure spreaders 

Land rollers Cream separators (hand and belted) 
Seed drills Cream separators (electric) 


These, he says, constitute the major items of production in the farm implement a 
industry in Canada. .The indexes have been secured and a chart made, but I 
do not think it is necessary to put the chart in because the same graph line is 
contained in a chart which Mr. Rutherford put in, if you will recall. That com- 
pletes that answer to Mr. McLean’s question. 


ae ee ee ee ee mee 
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Then there was a question by Mr. McKenzie on page 102:— 
Q. The number of plants gradually decreased from 1920 to 1935; 
did the number of firms decrease likewise? Or do you know how many 
firms are making agricultural implements? 


The following statement answers this inquiry :— 


NUMBER OF FIRMS AND CORRESPONDING NUMBER OF PLANTS INCLUDED 
IN THE AGRICULTURAL IMPLEMENT INDUSTRY, 1920-1934 


Number Number 

of firms of plants 
OF NOAA UE MAT ARR OR, dL OG i ree ett gh eee ONE 96 99 
[Ne ey Red De Te Neem allaeals SL TARY wl Ma tdl Gieat MM a eat alas! wl coh sual 87 -. 90 

Pa eae ee gmc Rk WR CR ie Ea AT he alia a 70 73 

Se PER Pe UI MR aE EEO SEL oe a PRR 1 ia 65 : 67 
ETL OWAE ditty CRA Ney or aa ee ea RS oy fl GA an CIR. ea er 60 63 
5 Oe I Ta ce AE MR GIA 8/8" tl) A a OO ned 58 61 
PR Tr cise ARN A oly hn. ticle). sinha RAM TR AMAA eile! NWA oie fem Ride 67 69 
UE RE Tee nc APM PRS ME MON a, 4) PN A RM a Ni ape RL 63 65 
Uh NIN En fi MRE A i cg | An A AE aC UGE 64 66 
Tey ia SR IG Lg a: 8 Gare CGMS ORR EUERE aU VAY TEL Natta athidla cd uted Be Nee 60 62 
rE ES ANN 0 SIAM Baar cos Me se 1 Joly LUCY Rat Ae ee ere Sc RA 5) 57 
ot bey fmm DNC aA aU a AR os RE ested SLE a ae 55 BZ 
Ee em Ny Ry aha, fc i Sea DIC MLM i ei oleae | ven litee te 45 47 
ey Fee kA eM ute eu IN GTOAA uaeat (ike SA yiC MRL MR ratiae VAI CMe RRC Sig 0 38 40 


BMI OP Pd ir moet seh a Me Re cc! LAE ARN ely We ka ies 35 

Then, Mr. Chairman, with regard to this other material, it might be well 
for me to wait until Mr. Warne is called. 

The CHairMAN: Very well. Shall I call Mr. Rutherford. 

Mr. Granam: Yes, Mr. Rutherford. 

The CuHarrMAN: The next witness is the one that we had ready last day 


the committee was sitting but whose evidence we did not get to. You will 


remember that Mr. Rutherford was before the committee some days ago. We 
have asked him to prepare some additional information for the committee which 
he has available this morning. I would like to call on Mr. Rutherford now, if 
it is agreeable to the committee. 


Some Hon. Mempers: Agreed. 


J. B. Ruruerrorp recalled. 
The Cuargman: Perhaps I might indicate what Mr. Rutherford has been 
asked to prepare for the committee. He has been asked to prepare a chart and 


‘memorandum showing the “ barrier” and the effect of the tariff, the sales tax, 


special excise tax and exchange on imports of farm implements over the period 
under review from United States; the 1934 and 1935 dollar value of the products 
of the field by provinces and particularly information re percentage of farmers’ 
dollar spent for farm implements and repairs. Mr. Rutherford was ood 
enough to look into these matters which have been particularly drawn to the 
attention of the committee from time to.time. Mr. Rutherford, we will be very 
glad if you will proceed. 

Wirness: The first subject is re tariffs, sales taxes, special excise taxes and 
exchange rates. In order to bring together material respecting tariffs, sales 
taxes and excise taxes as presented to this committee at the last meeting, Mr. 
Graham suggested that charts be prepared to set forth the information in visual 
form. At his request, the information respecting exchange rates was added. 

To simplify the presentation, two tariff classifications were taken from the 
lists pertaining to the importation of agricultural implements. The tariffs used 
in the classification are those that applied to importations of agricultural imple- 
ments from the United States over the period 1913 to 1936. The implements 
included in each classification are enumerated in the titles of the charts. As a 
basis for calculating the relative costs involved in importing these machines, a 


_ “Pair Market Value” of $100 was used throughout. 
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That is, this heavy black base line (indicating) represents $100. The total 
on this chart is the approximate cost per $100 of the fair market value in the — 
United States of bringing mowing machines and harvesters into Canada, exclu- 
sive of freight. : | Gree ai Lae 

Using this value of $100 as a base line, an importing firm or an individual 
buying the machines specified, would be called upon to pay the tariffs as shown | 
in the charts. The white area here (indicating) represents the tariffs. In addi- 
tion United States funds would have to be purchased, and the cost of these per 
$100 appears next. This hatched line represents the exchange (indicating). 


By Mr. Thorson: ay ee haere da 
@. Which?—A. The hatched line, the cross-hatched line. 


By Mr. McLean: 


Q. That is the amount of money?—A. Yes. At certain periods, this cost 
has been appreciable. The dip in the base line in 1934 was brought about 
through a premium for Canadian funds of one dollar per $100. 


By Mr. Graham: | | 

Q. Where is that?—A. That is this dip here (indicating) in the base line. 
The differential in the sales tax as applied to foreign and to domestic goods is — 
shown as the next element of cost. A differential was only in effect during the 
period May 10, 1921, to December 31, 1923—that is, these spots here (indicat- 
ing) black and white. Since June 2, 1931, a special excise tax on imported goods | 
has been imposed, which is an additional cost being borne at present. The solid 
black space represents the special excise tax. Thus the approximate total costs 
per $100 of “Fair Market Value” of importing the machines described are 
indicated by the height of the top line of the charts. That is, this top line here 
(indicating) represents the total cost of bringing these machine in. 


By Mr. Senn: 


Q. Those figures to the left are percentages, are they?—-A. No. Those are 
dollars. They would be percentages because they are dollars per hundred dol- 
lars of fair market value. uh 

Q. The value on a hundred?—A. Yes. It will be observed that freight has 
been omitted. The freight differential as between bringing implements from 
Chicago to Winnipeg and from Hamilton, Ontario, to Winnipeg, is negligible as 
compared with the factors Just discussed. The all-rail rate from Chicago to 
Winnipeg is 105 cents per 100 pounds and from Hamilton to Winnipeg it is 101 
cents per 100 pounds. On an 8 foot binder the differential would be about 75 
cents. | 

It is necessary to point out that this presentation does not answer the ques- 
tion of the incidence of the tariff, sales tax, excise taxes and cost of exchange. 
This question is a subject for a much wider study. Material must be’ gathered 
which will give comparable price quotations for comparable implements in 
Canada and United States, and costs of freight from factories in the United 
States to Canadian assembly points. The effect of any of the factors discussed 
may be subject to a considerable lag in time, and therefore comparable prices 
must be secured for a fairly long period. It is anticipated that this information 
will be secured and it is hoped to have a report at a later date. 


By Mr. Graham: es; 

Q. Perhaps, Mr. Rutherford, in order to identify that in the record we will 

give this a number. This deals with mowing machines and harvesters?—A. Yes. 

Q. We will call that chart No. 1 then?—A. I have some tables here that are 

numbered. That will be No 2. sat Spooks | ait 
_ [Mr. J. B. Rutherford.] 
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Q. This will be chart No 2?—-A. Yes, to follow the tables. 
Q. Before we get through with that, just to complete the examination of | 
that chart—will you just hold up the edge—at present this is the total of the 
barrier that is set up against any person importing?—A. Yes. 7 
Q. $100 worth of fair market value? 
Mr, THorson: What do you mean by “this”? You said “this.” 
Mr, Donnextiy: About $10. 50, is it? 
Mr. GRAHAM: Yes. 
! WITNESS: I can give you the exact amount. After May Ist, 1936, it is 
$10.72 on $100. 


By Mr. Senn: 

Q. May I ask one question there before you leave that chart. Hold that 
chart up, please. I cannot understand the difference in the sales tax between 
Canadian and American products. Will you explain how the sales tax is larger 
on Canadian-American importation than it is on Canadian production?—A. You 
are referring to this value (indicating) ? 

Q. To the black.—A. To this (indicating) ? 

@. Yes.—A. That is special excise tax. That is levied on all importa- 
tions. | 
@. Then the other was sales ee 


Mr. Donne.uy: There is no sales tax. 


By Mr. Thorson: 
Q. There is no reference to sales tax in that chart—A. Yes, there 1s. 
Q. Oh, yes—A. After May 10, 1921, goods imported from foreign countries 
were subject to a sales tax of one per cent higher than the Canadian sales tax 
on domestic goods. After May 23, 1922, foreign goods imported were subject 


to a sales tax of $1.50 higher than the sales tax on domestic goods. That was 


dropped in December 31, 1923. 
Mr. GRAHAM: That would coincide with the passing out of the nists of 
this sales tax. 


By Mr. McLean: 
Q. What is the sales tax on these goods now?—-A. There As not any. 
Q. There is none at all?—A. No. 


By Mr. Thorson: 
Q. There is no sales tax at all on these implements now?—A. No. There 


is no sales tax. 
Q. Since what time has there been no sales tax?—A. Since April 10, 1924. 


By Mr. Graham: 

—Q. What is this chart? This chart will be chart No. 1?—A. Yes, this is 
chart No. 1. It contains the same information for cultivators, harrows, seed 
drills, horse rakes and manure spreaders. That is the customs classification. 

Q. That supplies the same information pursuant to those things you have 
enumerated as chart No. 2 does for the others?—A. Yes. 


By Mr. Thorson: 
Q. One chart is for mowers and harvesters. That is chart No. 2—A. Chart 
No. 2. 
Q. And chart No. 1 is for what?—A. Cultivators, harrows, seed drills, horse 
rakes and manure spreaders. 


Mr, THorson: Will these charts be printed in the record? 
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Mr. GraHam: We hope so. Mr. Rutherford instructs me that ee can 
reduce these. charts. Will you just complete your memorandum on that, Mr. 
Rutherford? 


By Mr. Graham: 


Q. Have you the dollar relationship?—A. Yes, I can give you that. I 
have two tables here. 

Q. Yes, could you read those to the committee?—A. Yes. I will Just 
read one of them in connection with the chart. I have two tables containing 
the information on which these charts were based. Mr. Graham would like me 
to read to you the dates and total cost. Table one is as follows:— 


TABLE 1 
APPROXIMATE COST PER $100.00 OF FAIR MARKET VALUE IN THE UNITED STATES 


OF BRINGING CULTIVATORS, HARROWS, SEED DRILLS, HORSE RAKES AND 
MANURE SPREADERS INTO CANADA. (EXCLUSIVE OF FREIGHT.) 


Fair Cost of Additional 
Market $100.00 Sales Tax | Special 
—— —_ Value in Tariff United on Excise Total. 
the United States imported Act 
States Funds goods 
$ $ $ $ $ $ 

1913 100 00 DO OO GE sa aS RE RM ee as weave ane ea 120 00 

1914 100 00 OA Se 0 ES Foi: AUR ts) Sper MOREY (eyes tA od 120 00 

1915 100 90 20 00 UOT Ais eae RRP A Pees Sheen a ne 120 39 

1916 100 00 20 00 es aii aie UL tia aaa 120 30 

1917 100 00 20 00 OTOP a Lat a a wae ea 120 19 

1918 100 00 20 00 Fe G2 eR DR a ge UDI E IN FU 121-72 

GV SURE Olen ene eA ais 1919 100 00 20 00 oA 1 Ra BAtlas FA Tak 122 34 
iter June.) J) ide ae eee 1919 100 00 15 00 SES YC SOMES ORNS Wu dae Meret cea Ata 119 85 
1920 100 00 15 00 ag EM ANCES CAAA OED. Bt 127 34 

To May 10 1921 100 00 15 00 13 SO es ae eae 128 39 
After May 100°) 20 32030, 1921 100 00 15 00 10 73 set eS eaetiaauicl 1 126 73 
er hudba: ee A ea aa eae Ne 1922 100 00 15 00 3 03 LOO yee 119 03 
Alter Mayoods wk oe ay 1922 100 00 12 50 Sot 4 DOM key Mona 11721 
1923 100 00 12 50 1 31 7250 hig hs ae 115 31 
WO ADE LO. oe ea, 1924 100 00 12 50 PAE V1 Be ey nmi, Mars fees ff 115 19 
Arter Aprisl0. iow eds 1924 100 00 7 50 SRC PRN CRE unas A rope 108 11 
1925 100 00 PARAS WED eae Peen GRU N a eae nan NN Sa fe abea bea iO Ae 107 50 

1926 100 00 Te OO Ueno SRN, commie Cit Cl Aaa nO aa a 107 50 

1927 100 00 fas el Rape pa eae PR aera ANE GRRL Plann E 107 50 

1928 100 00 ib SO a ERO ep Do Pema DY RAEN in. OS 107 50 

1929 100 00 7 50 DFG PAN Se ehe ae ane 108 26 

ER OOD AL Ce Lthicali ue nua 1930 100 00 7 50 QO a ata Silage RN a 107 72 
WLbOT OODU Li uted eels 1930 100 00 25 00 OCOD Woe a Re ae 125 00 
Pomune gi ert hs Oriel 1931 100 00 25 00 CIE diy Reareonti ah net Wile espe tation. 125 07 
Per SUE 2 ree ed. LOB 100 00 25 00 Ja AE RA AN cad h25 133.53 
OWA TLL Gaur eet arUn ys 1932 100 00 25 00 PAR Bo 3 G8 nvr een” 1 25 140 80 
PILOVCNDUUN OL ce ks ela Poe 100 00 25 00 13.26. Pet ee 375 142 01 
1933 100 00 25 00 O20 ee na net he sere 1387 95 

1934 100 00 25 00 POO FS Kamen eis 5.75 127.29 

1935 100 00 25 00 OSD) aie cate ae Ae 3 tp 129 25 

2b SONS Tia Nila REO MIU OE 1936 100 00 12 50 OF Poh Carita: pare 116 00 
Atter Ma yale ia eee 1936 100 00 Ea | NN Iss ED RETESET. HORS eR 3222 110 72 


*Canadian dollar at 1% premium. 


By Mr. Perley: 


Q. What is the inference to be taken tae that?—A. Well, La am not drawing 
any inferences. 


Mr. GranHam: My reason for asking for that information was this, that 
for the period under review it indicates not only the barrier of the tariff in such 
a way that the committee could recognize it, but also brings out the other 
incidental barriers which have been raised during the period such as sales tax, 
special excise tax and the cost of United States funds; and the usefulness of it — 


is this, that there are some substantial companies who manufacture the 
[Mr. J. B. Rutherford. | 
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- machinery which they market in Canada wholly in the United States and bring 


it in, and they have of course to surmount whatever barrier there happens to 
be at the time when they bring it in. It seems to me it is a constructive chart 
which will be useful when we come to consider the price lists of these importing 


- companies, and to consider just what barriers from time to time they have been 


up against. 


By Mr. Senn: 
~Q. Well, Mr. Rutherford, you say that that chart is based on the fair 

market value in the United States?—A. Yes. 

Q. How do you arrive at that?—A. Well, that is something the customs 
people arrive at. 

Q. You took the customs valuation as being fair market value, did you?— 
A. For the purposes of this chart it does not matter how the customs value the 
machine or article. I assume throughout that the $100 is fair market value in 
the United States. | 

Mr. Senn: I cannot understand if it does not matter why you answer it. 


- How does the fair market value in the United States compare with the fair 


market value in Canada? Would there be any difference in the results had 
you taken the fair market value in Canada as the basis? 

Mr. Granam: Might I ask Mr. Rutherford a question to bring that out? 
You assume that the Canadian importer goes down to the United States and buys 
$100 worth of farm implements as enumerated at the fair market value? 

Witness: Yes. 

Mr. GraHam: That is the point, you see. 

Mr.-Senn: That is the fair market value in the United States? 

Mr. GraHaAm: For the purposes of this chart Mr. Rutherford assumes that 
purchases were made at a fair market value. 

Mr. Senn: Fair market value, would that be the selling price, retail, or 
would it be the wholesale price? 

Mr. McLean: That would be the retail price. 

Mr. Grauam: Mr. Rutherford merely stated that he assumed that the 
importer who goes down there to buy $100 worth of these implements buys them 
at the fair market value. In any event, whether the purchases were made at 
fair market value or not, it would not affect the chart in any way in my opinion. 

Mr. Senn: I do not see that. It seems to me that that is the basis of the 
whole computation. ; 

Mr. Donnetiy: You simply say that they buy implements to a value of 
$100 in the United States, and that when they come to bring them into Canada 
they have to pay a 74 per cent duty, 4 per cent sales tax, and so on; and that at 
the present time brings the total up to $110.72. 

Witness: Yes. 

Mr. Tuorson: And that if you did not pay the fair market value in the 
United States you might have to pay an extra dumping duty here. 

Mr. Donneuity: He does not say anything about that. : 

Mr. McLean: The chart would be very much more illuminating if the 
dumping duty were included, if it were possible to superimpose such a situation 
gn be the information already given with respect to purchases at fair market 
value. 

Mr. TuHorson: If it were purchased at less than the fair market value then 


’ the price to the buyer in Canada would be higher than it is shown in the chart, 


because there would be superimposed upon that cost the additional charge 
with respect to dumping duty. 
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The CHAIRMAN: As I understand this chart it Laie has nothing to do with 
the fair market value at all, it merely shows the history of the tariff over a period 


of years as between Canada and the United States in so far as the importation 
of farm implements is concerned. i 


By Mr. Thorson: 


Q. This is superimposed on the fair market value in the United States, is 
that 14?—A. Yes. 

- Q. You used the fair market value in the United States as your basis?— 
A. I have taken four variables: the tariff, the sales tax, the cost of United States 
funds and the special excise tax, and I am concerned with the major effect of 
these four variables and not with the effect of the fair market value. 

. Q. Over the fair market value, whatever the fair market value has been?— 
Yes. 


Mr. Mcitean: That is material. It was:the duty of the customs to set the 


fair market value. 
WitnEss: Yes. 


Mr. TuHorson: That is what you mean when you say you did not take into 


account in your chart the actual amount of the fair market value in the United 
States. These amounts are superimposed on the fair market value in the 
United States. 

Mr. Grauam: I suppose you might have taken a specific unite een at 
approximately $100 when valued at a fair market value. Fair market value 
really has no significance as applied to this chart. . 

Mr. Senn: That is all I wanted to get at. 


Mr. THorson: I do not think it is accurate to say it has no significance; in 
this case the fair market value, whatever it is, is assumed to be $100. 


Mr. GrauaAm: That is it. 


Mr. Tuorson: And superimposed over that fair market value are these 
other four variable items of tariff, sales tax, excise and exchange. 


Mr. Grauam: That is it. 
Mr. TuHorson: And that table shows the extent to which the superimposition 


has changed from time to time on account of the changes in these variable » 


factors which have been added to the top of whatever has been taken as the 
fair market value. 


By Mr. Tomlinson: 

Q. In other words, that chart could have been prepared from any one 
implement imported from the United States?—A. Yes, except for the fact that 
the tariff classification varies. 

Mr. Donnetiy: Have you taken into account the full extent of fluctuations 
in exchange rates? 

Mr. Tomiinson: Yes? 


Witness: Exchange rates were fairly steady for certain periods while at 


other times there were pies and for each year an average has been deter- 
mined. 
By Mr. Donnelly: 
Q. In 1932 it was as much as 15 or 20 per cent, have you taken that into 
consideration? —A. We have used an average rate for 1932. To April 6, 1932, 


the cost of exchange was $14.55. After oe 6 to the end of the ieee the cost. 


of exchange was $13.26. 


By Mr. Perley: Fert, 


Q. Will you hold that first chart up again, please? What did the reduotien 


in the barrier during the period 1931 to 1936 amount to? What is it at present, 
[Mr. J. B. Ttherkorday: 
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in dollars and cents?—A. The highest barrier was after April 6, 1932, to 
December 31, 1932—$42.01. 
: Q. What is 1t in 1936?—A. $10.72. 


Mr. Prrtey: How does that reduction in the barrier compare with reduc- 


tions we have had in prices? 


Mr. Granam: That is a matter we are studying, and we are unable as yet 
to give you an answer to that. 


By Mr. Senn: 
Q. Can you tell us the percentage of reduction due to the reduction in tariff, 


exchange, and the other items involved?—A. Yes. In April, 1932, the tariff 


was $25 on $100, the cost of United States funds was $14.55, the special excise 

tax was $1.25, a total of $40.80. After April 6, 1932, to December 31, 1932, the 

tariff was $25, the cost of United States funds was $13. 26, the oe excise tax 
was $3.75, a total of $42.01. 
By Mr. Tomlinson: 

@. How is our exchange to-day, pretty near even?—A, Hae is Pout 


par. 
By Mr. Senn: 
Q. Give us the information you have there for 1936, as it is now?—A. At 


the present time, after May 1, the tariff is $7.50 and the special excise tax $3.22; 


a total of $10.72. Before May 1, 1936: tariff, $12.50; cost of American funds, 


$0.12; special excise tax $3.38; a total of $16. 


Mr. Preruey: Can you give us the price of these implements in 1932, these 


are the duties, and for May of this year, which you have there? 


Mr. GraHAM: No, we have not got the prices. 
Mr. Mciran: Haven’t we got the prices from some of these companies? 


Mr. Grauam: We have them from one of the companies but we are waiting 
to receive it from them all. 


Mr. THorson: You are referring to a table, will that table go in the record? 
Mr. Grauam: Yes, and it is No. 2. 
Witness: Table No. 1 was the first one I read. 


Mr. Tuorson: And that relates to chart No. 1. Table No. 2 relates to 
chart No. 2, does it? 


WITNESS: Yes. 
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TABLE 2 


APPROXIMATE COST PER $100.00 OF FAIR MARKET VALUE IN THE UNITED STATES 
OF BRINGING MOWING MACHINES AND HARVESTERS INTO CANADA. (EXCLU- 
SIVE OF FREIGHT.) 


ATS STS TST Sa UN ECT TI CCRT TT IASI | ARO aT a ENE Tt nc ogee 


Fair Cost of Additional 
Market $100.00 Sales Tax | Special ; 
ee — Vaiue in Tariff United on Excise Total 
the United States imported Act : 
States Funds goods 


| | 


1913 100 00 BO OO sere ee Pe oka nue tenes Shakes a oaa ros 120 00 

OAPs cok eden ey eit 1914 100 00 PUG Uae Bae oe WN Pb sears es Daeg get ot 120 00 
iter ADMIT iso eee 1914 100 00 BD OO Sik apstanetoehs colo sels tele peme Pecee Buea pat »  112°50 
1915 100 00 12 50 2 Pee Re ers, ea cs. 112 89 

1916 100 00 12 50. Sars | ME Ray ae a as, Ramsar ihe 112 80 

1917 100 00 12 50 0) TO re a ANS ool aay 112 69 

1918 100 00 12 50 bY PE Damiana Mele iui cre 114 22 

1919 100 00 12 50 HU Ok Pars br aetna Ne my PASAT ENS 116 05 

1920 100, 00 12 50 1 Ais: se ain eon MR gc Se AMO 124 84 

Ay May 1B) uivitiuas Se aieiye be Pao 100 00. 12 50 IE Bes ts MORRO ocr sett DMC gets at 5 125 89 
After May: 10... usc... 4, 1921 100 00 12 50 10 73 POO. oe a ‘ae 124 23 
PO May 2a5.4- 50055 ko ofc beae 100 00 12 50 3 03 | des ae le 116 53 
After Maa 29). o.c'Sa saves 1922 100 00 10 00 3 21 a Um Bnet cee 114 71 
1923 100 00 10 00 1 31 TOO) eas 112 81 

TO ADDO ene ss 1924 100 00 10 00 DI il Sie or eaten sts Manto 112 69 
After April 10) oo... .. 1924 100 00 6 00 OeGT ot Mei ese ca ieee aes 106 61 
1925 100 00 CO Pere ee Ls ed Sept Rema 106 00 

1926 100 00 OOO cream Mut’ sec ibtes oa seth Gopae aie aah oe 106 00 

1927 100 00 6 NB REE SA 1) REN OLUME Deas eR re See eae 106 00 

1928 100 00 ead: k8) Sarva SZ neem RUN re ED PRA NS 106 00 

1929 100 00 6 00 Ah UR IIA erate RR es BEA PERE 8 106 76 

DW cohol e) ois War PN ADRS a ee 1930 100 00 6 00 Or PONT ahaa ie patie ava poem are 106 22 
After Sept/17......5).4, .1., 1980 100 00 25 00 er Ute eas 4 ROSEY aby Sry a, Na _ 125 00 
EL OUNAIUC a arent vshurciternrnre al 1931 100 00 25 00 OP oa a its oe eee eter ata abate 125 07 
AL ter UNS Qi Shyu tere b 1931 100 00 25 00 iit 4A PNR Rhea Pee 1 25 133 53 
EO A DPE Be uh ipsam a neiee a 1932 - 100 00 25 00 ESS 5 Ve ie 1 25 140 80 
Atter AprinG.) week pay ts 1932 100 00 25 00 sb, Mid ie ae ae aA age 3 75 142 O01 
1933 100 00 25 00 DOO Lace tee eat 3 75 137 95 

1934 100 00 25 00 LDL ale ah odranis 3 75 127 75 

1935 100 00 25 00 LR: Us SMES gi 3 75 129 25 

DE ONDEIYE Dea iheiatebe elects 1936 100 00 12 50 EBT caiatets 3 38 116 00 
Pater! Mav Tou Tvs te 8 1936 100 00 LOU HEN yates delg ull aiedtale Moana ss heap es 3 22 110 72 


$$ —$———_—$— —$_ 


*Canadian dollar at 1% premium. 


The Cuamrman: May I say to the committee that I anticipated questions im 
the minds of a good many members as to how the relationship of prices of many 
of the implements has responded during this period. That information is being 
studied, but we had to get this information in and on the record so that we would 
have it before us when we come to deal with these things with respect to which 
it has been very difficult to get detailed information. 

Mr. Senn: Possibly Mr. Rutherford can answer a question which I have 
in mind at the moment. I understood Mr. Graham to say that the chart pro- 
duced was based on the fair market value in the United States. Now, is there 
any variation between the fair market value in the first year shown by the chart 
and the final year, and has any variation in the fair market value taken place 
during the intervening interval covered by the chart? 

Witness: I think Mr. Richards discussed that.. 

Mr. GraHam: The difficulty with regard to that, Mr. Senn, is this: You 
remember that Mr. Richards gave us that for the whole period we had under 
review. Until recently it was 124 per cent off the published price in the United 
States. Unfortunately, we will not be able to establish that until we get the 
companies here before us. We should then be able to correlate the price lists 
and get that information. That should show us how it actually affected the 

[Mr. J. B- Rutherford.] . 
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dollar price—what they could actually have bought it at there if the fair market 


value rule had not applied. » | 


Mr. Senn: Do I understand that price changes would not affect that $100 
line? 

Mr. Grauam: That represents $100 worth of goods. 

Mr. Senn: Whether the price in the United States went up or down, or not? 

Mr. Grauam: It would not matter, this is $100 worth of goods. 

The Cuarrman: I do not see that the base line on that chart has anything to 
do with price changes which may have taken place in the United States. It 
represents a purchase of $100 worth of implements in the United States, not the 
price at which they are sold. 

Mr. Warp: After all, Mr. Chairman, the objective of this committee is to 
determine why the price of machinery went up recently; and I think we all hope 
that we will be able to determine whether there is an understanding between the 
American and Canadian manufacturers in respect to the price of machinery; so 


_ that there is a lot in this discussion which I suggest is entirely irrelevant to the 


real issue which is before the committee. 

The CHatrMAn: It is what? 

Mr. Warp: Entirely irrelevant to the real issue which is before the com- 
mittee, all this discussion as to whether the tariff has much to do with the thing 
at the moment—with the rise and fall of prices of machinery. 


Mr. Tuorson: Of course it is relevant. 
The Cuairman: I think this information is pertinent and particularly to 


- the point. 


Mr. TuHorson: It is highly relevant to it. 

The CuairMan: I think this information will be very useful when we come 
to examine the actual price changes that have taken place. 

Have you more information for us, Mr. Rutherford? | 

Witness: Yes. The next point: Mr. Graham asked me to get the value 
of field crop production by provinces. I have a table here giving the value in 
1934 and 1935. 

Mr. GraHaM: Mr. Chairman, I might suggest to the committee that the 
reason I asked for this was because you will remember that in the Trade 
Journals they did not stress the point but they indicated that one of the reasons 
for the price increase in 1936 was due .to the comparatively better position of the 
farmer in 1935 over 1934, so I wanted to get the dollar production. 

Mr. Tomuinson: They supposed that themselves? 

Mr. McLean: Yes, they wanted to get it. 

Wirness: The table reads as follows:— 


VALUE OF PRODUCTION OF FIELD CROPS BY PROVINCES 
1934 and 1935 


Total Value 
000 Dollars: 
Province: 1934 1935 

Prince \Hdward. Island .7isgek ee ine ey 9,054 7,879 
DON GOCE. SY |e.’ ee a ae etait ok a) eels. 12,995 11,748 
Die WMO WIOR.. ote Soke oes vas a eee cs See _ 14,961 14,542 
ULES es ee Cae iat ae OR ty A ore OL Sy me 98,309 83,616 
SPAT IO ia ghost Mala PE EROS Aah) SEs ete ad 143,734 131,141 
MEBDILODAR UOC RS at ie eet ER OO Bee Oecd 49,761 32,674 
NinetOtewart tats! i oh koe Male gee 96,472 114,273 
CR eg FRR Trae RS RRP ce as MS APS PP) a ee 111,044 97,696 
Bric COMM NIG NSS. 2) Giue Heo eek ee etec we 12,749 13,045 


bt TO ag Wo SORES SLEEPY i SU RTA be Gahine Vie 549,079 506,614 
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By Mr. Thorson: 3 
Q. There is a drop in every province except two— 
Mr. Tomuinson: And a drop in 1935. . : 
Wrrness: In the value of field crop production, of all field crops produced in 
1935. . 
By Mr. Tomlinson: ) 
Q. There was a drop in every province except two?—A. A drop in every 
province except two. 


By Mr. McLean: 
Q. Did Alberta drop as well?—A. Alberta is down. | 
Mr. DoNNELLY: All except Saskatchewan and British Columbia. 


By Mr, Senn: | 3 

Q. Can you say whether that drop was due to lower prices or to smaller 
yields?—A. In some areas it was due to lower prices and in some areas to smaller 
yields. In areas where forage crops are important it was due to low prices; in 
the west the yield of wheat was about the same but the grade was very low. 

Mr. GraHam: Perhaps it should be noted that these are field crops only, they 
do not include all farm products. | | 

The CHAIRMAN: All right, Mr. Rutherford. 


WITNESS: 


FARMERS’ EXPENDITURE FOR MACHINERY AND REPAIRS TO MAcHINERY 


Mr. Graham asked me to examine and report upon a sheet purporting to show 
how the Western Canadian Farmer spends his dollar. This sheet contains a chart 
showing the percentage distribution of expenditure, and on the back of the sheet, 
an estimate of the amount in dollars which farmers will spend for various items 

‘in 1936. The statement preceding the itemizing of the amounts reads as 
follows:— 


The Dominion Bureau of Statistics estimated the Agricultural revenue 
of the four Western Provinces in 1934 to be $384,000,000. | 

It is believed that in view of increased production and values the total — 
revenue is 1935 will amount to over $100,000,000 in excess of 1934, or a 
total of approximately $500,000,000. 


Unfortunately the optimism of the above statement was not borne out, for 
figures released in March of 1936, show a gross agricultural revenue of $391,000,000 
for the four, Western Provinces. However, the error arising from the failure to 
anticipate the gross agricultural revenue is not as important as the fact that the 
figures do not mean as they are used in this pamphlet, cash income. “They are 
merely gross value of production, in which the value of grains, of livestock pro- 
duced, of livestock products, of forage crops, etc., are added together. No figure 
of net agricultural revenue or of cash income is calculated for the four Western 
Provinces. ; 

We may observe the “error” or difference in using such a figure for cash 
income, by nothing that the gross agricultural revenue of Saskatchewan for 1935 
was about $155,000,000, but actual cash received by Saskatchewan farmers was 
only slightly over $95,000,000. Therefore the estimate of $500,000,000 should 
have been reduced by at least 40 per cent, to represent cash to be spent by 
Western farmers. a is 

By Mr. Donnelly: 
Q. Just a moment; when you say “gross revenue” do you mean now for 


example that you take into account all the grain that a man produces, and then 
[Mr. J. B. Rutherford.] ; 
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_ the hogs that he produces from that grain as well?—-A. That is what the figures 
of “Gross Agriculture Revenue” produced by the Bureau of Statistics mean. | 
a Q. You have taken hog products at so much, grain at so much—you have 
duplicated it?—A. Yes. 

: i? Mr. McLuan: In the case of gross production you have taken the value of 
all products? : 

Mr. DonNELLY: It does not mean anything that way. 

WITNESS: We publish two figures; one is the gross agricultural revenue which 
is calculated by adding together the value of field crops and the value of animal 
products, plus poultry products ete. 


By Mr. Thorson: | 
). Have you any figures showing the net value of agricultural production?— 
A. Yes. . | 


By Mr. McLean: | | 
4 Q. I think you should let Mr. Rutherford finish the answer he was giving. 
_ Will you do that?—A. There is another figure, net agricultural revenue. There 


is one figure published for the whole of the Dominion, which in 1935 was approxi-~ 
mately $609,000,000. : 


By Mr. Perley: 
 Q. You gave the actual gross revenue for 1935 as being $391 ,000,000, was 
_ that for the four western provinces?—A. For the four western provinces the 
gross agricultural revenue was $391,000,000. } 

@. What was it for the whole Dominion?—A. I have not got that figure 
right here, I can get it. 7 

Q. I thought you had that information on the table which is before you?— 
A. ‘The statement which is before me shows the net agricultural revenue. 

@. Have you got that information for the four western provinces?—A. We 
do not publish the figure of net agricultural revenue for any province individu- 
ally, but only one for the Dominion as a whole. 

: Q. Just give us the net revenue then?—A. For the Dominion as a whole 
approximately $609,000,000 in 1935. 


By Mr. Thorson: | 
(. And that would be the figure equal to the cash income would it?—A. 
Yes; very close to it. . 7 | 


By Mr. McLean; | x: 
@ Q. If I caught witness right he said Saskatchewan last year produced 
_  $155,000,000 gross revenue, and that $95,000,000 was the net or cash income 
figure?—A. Yes, sir. 

_ Q. I would like to know just what is involved in the difference between 
these two figures?—A. The gross agricultural revenue of Saskatchewan was 
; obtained by adding together the total amount of wheat produced at the farm 
_ price, the total amount of all grains, all live stock, all live stock products and 
honey produced on the farm; all the products of the farm, the total value of 


farm production for the year. In getting the cash income figure, the second 
figure I quoted—$95,000,000—you take the actual amount of wheat sold by the 
farmer off the farm, the actual amount of cattle sold, the value of eggs, poultry 
and all other products sold for which cash was received. 

Q. $155,000,000 then is the gross production?—A. That is what it is. 

Q. It is not revenue at all?—A. No, that is a misnomer. 
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By Mr. Senn: 


Q. Don’t you think that in ipepatice ¢ net income you heal take into | 


account the amount used on the farm for living purposes?—A. Yes, sir. 


Q. Are dairy products used on the farm included in your statement?—A. ; 


No, not in the $95,000,000; they are in the $155,000,000. 
Q. That is really income isn’t it?—A, Well, it is; and a strictly accurate 


statement of farm income should include the value of the products consumed 


by the farmer, his family and labour employed on the farm. 


Mr. Senn: I should think so. That would amount to a considerable sum 
for a population of approximately one million people. 


By Mr. Thorson: 


Q. So that the net production would be somewhat in excess of $95,000,000? 
—A. The net income of agriculture. 

Q. Yes, the net income would be somewhat in excess of the cash actually 
received; and the difference between would be what the farmer has used him- 
self?—A. Yes. My purpose in discussing this here is in connection with this 
aap 


A. One which Mr. Graham handed 
to me. 


Mr. THorson: It should be identified. 


Mr. Grauam: This is a pamphlet published by The Nor’ -West Farmer, 


pioneer rural magazine of western Canada, and refers to the 1935 dollar of the 


western farmer, and it indicates how the western Canadian farmer spends his 


dollar. It is based on a United States statistical survey—down here it states, 


“according to the U.S. Department of Agriculture,” and’ in addition to that, 


sales information secured “by our research department.” It is a computation 
or chart very often referred to by the implement companies, as you will have 
noticed, in dealing with these particular prices. 
Mr. Tuorson: If Mr. Rutherford is going to comment upon it the chart 
itself should be identified in some way for record purposes. 

Mr. Grauam: We will have it entered in our proceedings as chart A. 
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How the Western Canadian 
Farmer Spends His Dollar 


4 


> 


——— 


This chart is 
based on Domin- 
ion Government 

iCensus Figures 
(1931) together 
with sales ‘infor- 
'j mation secured 
by our Research 
Department, 
7 Divided into three 
main groups, farm 
doliars are spent as 
follows: 
Living Expen. .3914 
Farm Expen.  .3214 
General Expen. .28 


Total - - $1.00 


a 


4 


< 


A detailed analysie 
of each division ie 
shown in the above 
chart and the total 
amounts spent are 
listed on the other 
side of this page. 


How the United States Farmer spends his 


dollar, according to the U.S.A. Department 
of Agriculture. 
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How THE WESTERN CANADIAN F'ARMER SPENDS His DouaR- 


_ The Dominion Bureau of Statistics estimated the agricultural revenue of the 
four Western Provinces in 1934 to be $384,000,000. 

It is believed that in view of increased production and values the total 
revenue in 1935 will amount to over $100,000,000 in excess of 1934, or a total of 
approximately $500,000,000. 

On the basis represented by the chart on the other side of the page, Western 
Canadian farmers will spend the following amounts on the different items listed 
below:— : 


PO ss peal: aR es WOR PART RM Paleo Jaa NG man Me Ta CAN el ae at San 
CROTON wn 8 gee pe MBO UE Sg ete ah a WV 27h aE ya Ue a 
AAKEOSs tLTEKS, HANG) tp KEE! sham ene esemh ee oe ZO. ve Ly Wee Gal uno 45,000,000 
RVs SAT SA yi UU RO EP a Gg Mee EE i ai sa ee A 40,000,000 
PT POL OS ei ee ye al Nake al By 5 tani Cale tential IMME nee gat ts Or Hg tN 0 40,000,000 
PROS OS Abas Mua x0 MI Leo NOL cet TNL a a 40,000,000 
| ORGS ECW ih 6Y A eiraeaRA I CRONE ANE MCS SAIN Gi oA Ap cull INTEL Hee AR ERD Pe Ss 25,000,000 
Heed: sded. and Tertilzerg ys (sarin waters vse ohne saad hls ewer Bea 25,000,000 
PROMSEH OLAS ST PTGS re bray 'k | Nea eM ERR Roos amet ane +24 / A ORL Ra 22,500,000 
Farmrsuppiies; electricity, (chemicals. ote ie so loa ec 22,500,000 
BUMdine ‘and Penares ie eerie mr meneame 2) Rye shyt 15,000,000 
RS ie v CNY CSW ASIN eg EERE ge ACTA ag Pe Nay AR, ai) ARAN ites Ny kM Oe 15,000,000 
AG eay ay (erac sven ncMech alo Mads) eSeN Ves WaA URE TCU M EM at GS) hale. \ gaara ey cht a 15,000,000 
Pater Cammenty TAG, MOtCu i eiite £y > oer ee Mel opwerne tn br GLI AH MATIN Re 10,000,000 
TRaurance and INVESTS hee aaa ae meen nL ee eo ae een 10,000,000 

OPEL S ielsyitclercm danas pia tiie AG 4 iirc | late mmemn eeu dt RR a Lia: OREO ae 


Whether you are interested in the distribution of food products or in the 
placing of insurance; whether you are a manufacturer or a salesman, the obvious 
question that presents itself is: “Am I laying a foundation that will ensure an 
equitable flow of farmers’ dollars to my business in 1936?” 

Much of the farmers’ buying in 1936 will be influenced through advertising 
that comes to them through The Nor’-West Farmer, the magazine which has 
served rural Western Canada for more than half a century. If you take full 
advantage of this able-to-buy prairie market, The Nor’-West Farmer should be 
the foundation publication on which to build your campaien. ; 


Witness: My purpose in mentioning this figure $500,000,000 was to show — 


that the total expenditures in the year could not be $500,000,000 when the cash 
received by the farmers, the actual cash coming in to their pockets, was at least 
per pia less than that. And it is important to this whole statement to bring 
that out. 

In order to examine the estimated expenditures, we find a guide in some 
studies of farm expense recently made. Over 500 Alberta farmers, and these 
were better than average farmers, reported an expenditure for food in 1934 of 
$163 per farm. These farms contained an average of 5-3 persons per household 
as compared with a census return of 3-8 persons for Alberta. Therefore, 
reducing the expenditure for food to $150 per farm— : 


By Mr. Graham: 


Q. From what?—A. From $163, the Alberta estimate—and multiplying | 
by 314,000 farms, the number of farms in Manitoba, Saskatchewan, Alberta 
and British Columbia, we arrive at a figure of about $47,000,000 for food as . 
compared with $95,000,000 estimated in this pamphlet. The average expenditure 
per farm in Saskatchewan for food in the same year was $159, and these were © 
also considerably larger than average farms. The Alberta farmers reported a 
clothing expenditure of $141 per farm, Saskatchewan $119 per farm. Using a 
figure of $140 per farm we arrive at a total of about $44,000,000 as compared 
with the estimate of $80,000,000 for clothing as given in this pamphlet. : 

According to the 1931 census, farmers of the four western provinces spent 
over $55,000,000 for labour, including board. But the estimate of food costs 

_[Mr. J. B, Rutherford.] i, 
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~ includes board for labour, and accordingly the $55,000,000 must be scaled down 
~ somewhat. Costs of labour and board as reported by farmers to the Bureau of 
Statistics show that the value of food furnished just about equals the wages. 
Assuming wages to be the same in 19386 as they were in 1930, the total expendi- 
ture for labour should be in the neighbourhood of $30,000,000 or at least 
$10,000,000 less than the estimate in the pamphlet. 

The reason these discrepancies have been discussed is to show that when 
certain of the expenditures are over-estimated, the amount spent for implements 
is minimized as a pereentage of the total. The estimate of $15,000,000 as 1936 


expenditures for implements— 


By Mr. Graham: 

Q. 1935?—A. That is 1936. 

Q. No, 1935.—A. It says “on the basis represented by the chart on the 
other side of the page, western Canadian farmers will spend the following 
amounts on the different items listed below.” This came in, in 1936. 

Q. Yes, I know. But it is an estimate of how the Canadian farmer spent 
~~ his dollar in 1935.—A. I see. All right, 1935. The estimate of $15,000,000 for 
implements and repairs is conservative, but certainly represents more than 3 per 
cent of the total expenditures as is represented in the pamphlet. 

. A better and more reliable guide as to the relative importance of expendi- 
tures for machinery and repairs by farmers is furnished by data collected by the 
Farm Management Department of the University of Saskatchewan. ‘These 
data were collected in various years and in various parts of the province. They 
have been re-arranged to conform with the arrangement in the pamphlet, and 
the tables are appended, to be entered as an exhibit. I have several tables here. 
The following figures represent the percentage spent for machinery and repairs 
of the total amount spent by farmers in the various districts and years as 
specified. 
Per cent of 

total farm expenditure 


spent on new 
machinery and repairs 


District Year to machinery 
. “2k EVN ia a Ry Oe Sale Ji Mcneela ay OF epee A Ee he 11-4 
; Re ae Ree an Le ake eal eA Dos teas 8-2 
; MOE re Clie, Seta vhs hadi fiber Roa ica aia nchalte. MSR ae eR R ee Oe a 16-1 
y OEE GO | i i Re ER ele ri APR OP peer bY A AEC 13-9 
, Pe enerakenshelloees {oven ot deo tae dar ee em WOOL s.. 3:9 
4 Pees Vel MUSbOM gese cers) cals ey re mee. ei hOB): 4-8 
emis. eh ajertmae tl ids wie yee ieee, o MeO a hi ate 17 
Pte ore mosemount and. Reford.. .2 2. 020+. A938L. oi % 11-7 
{ NS hE EN eta raed ee ny OPE Ry S22 pe nim 9-3 
{ CIPS, 9 a A ars Sra ar Me ies et a fen 10-0 
: MCT ele ies case ee abe AE viens ticle > by vate Bate, | 13-0 
Meee CLO GMA SRO) Wa se deere! Gans y ours LOGO we Nes 15-1 
Humboldt (Sandy loam: soit)..15. 4.5.2: 4 i 19383. 12-4 


It will be noted that in 1931 the expenditures reported for new machinery 

4 and repairs in three of the areas fell to 3:9, 4:8 and 1-7 per cent of the total. 
: In these areas there was an almost complete crop failure but in the Rosemount 
and Reford municipalities for the same year, where the crop was normal, nearly 

. 12 per cent of the total expense was directed to purchase of repairs and new 
machinery. The important point to be noticed is that in all the years reviewed 
‘and under conditions of low priees and poor crops, expenditures for farm 
machinery and repairs fell below 3 per cent in only one district and in most 
districts have been over 10 per cent. This would lead one to conclude that a 
conservative estimate of the percentage spent by Saskatchewan and Alberta 
farmers for new machinery and repairs would be at least 10 per cent of the 
total expenditure, and in Manitoba, while the percentage may not be quite 

as high, it is probably closer to 10 per cent than to three per cent. 


: 

: 

M. 

4 

: 
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By Mr. Senn: y an : 

Q. Before you leave that, the chart which the farm paper put out was 
for the whole Dominion of Canada rather than for the three prairie provinces, 
was it not?—A. The title at the top is “How the Western Canadian Farmer 
Spends His Dollar.” | 

Q. The western Canadian farmer?—A. Yes, : ; 

Mr. Tomurnson: You have not any report for the eastern Canadian farmer. 

Mr. THorson: That table should be on the record so that you can have 
a comparison. ‘ 

Mr. GraHamM: Yes. Do you think it should be printed? 

* The CHAIRMAN: Yes. 

Mr. THorson: Yes, it should be printed so that we can have a comparison. 
Who prepared this chart that you have been referring to? | 

Mr. GrauHam: The Nor’West Farmer is the only source that we know of; 
and they state that they have prepared it from Dominion Government census 
figures, 1931, together with sales information secured by our Research 
Department. | 

Mr. THorson: Where did that chart come from? Where did we get it? 

Mr. GrawamM: I got it in Saskatchewan, this particular chart. Tt was 
printed by the Nor’West Farmer. 

Mr. THorson: You say that is the chart that has been referred to by the 
implement companies? 

Mr. GranamM: Quite frequently. . 

The Cuairman: This chart has been referred to to quite an extent in 
different places in the country. I think the Farm Implements Magazine used 
it, I suppose as a method of advertising. We felt that it was particularly 
interesting and of sufficient importance to have it checked. So we asked Mr. 
Rutherford to prepare the information which he has given you this morning. 

Mr. THorson: I think we ought to have it, then. | 

The CuarrMan: It is merely a contrast between the two methods of arriving, 
at a conclusion which is not quite the same. 

Mr. Senn: After all, Mr. Chairman, I suppose Mr. Rutherford’s estimate 
of this thing is purely an estimate. : 

Mr. Tomutnson: ‘A close estimate. ; 

Mr. SENN: It is based upon a valuation of the income of the farmer which, 
to a certain extent, is problematical, is it not? 


By Mr. Thorson: 


Q. It is based upon actual reports, is it not?—A. Yes. J may read a note 
to one of these tables, “Based on farm surveys made by the Department of 
Farm Management, University of Saskatchewan.” 

Q. These are actual farm surveys?—A. “These surveys are based on the 
method of random sampling, no attempt being made to select farms. The data 
are collected by carefully trained and Supervised enumerators.” 


By Mr. Senn: 


Q. Within what percentage would you say those estimates, on the whole, 
are correct?—A. Within about three per cent. 

Q. Within about three per cent?—A. Yes. Some are closer than that. 
It depends on what the estimate is, but most of our estimates of cash income 
and expenditure in Saskatchewan surveys are within about three per cent 
accuracy. | 


[Mr. J. B. Rutherford.] 
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By Mr. Tomlinson. . : 
Q. Just there I should like to know about the products used on the farm. 
When you get your report, it is only one report at a certain period of the year, 
is it not, given to your department by this certain farmer?—A. Which report 
do you refer to? 

~Q. For the purpose of obtaining ‘your classifications there?—A. Well, I 
have so many classifications here— 

Q. Refer to, say, the net income of the farmer. You get that report from 
every farmer at a certain period of the year, do you not?—A. Are you refer- 
ring to the surveys now? 

Q. No, the net income of the farmer—A. That figure is published in 
March each. year, yes, the net agricultural revenue of Canada. We do not 
publish the figure of net income. It might be called net income, but there 
are some other adjustments that have to be made. } 

Q. You have no report of the percentage that the farmers in eastern Ontario 
spend on implements?—A. No. 

“Mr. Grauam: The reason for that is, as you will notice, they have referred 
to the western farmer; so we were simply going on that. 

Mr. THorson: You were just checking that chart? 

Mr. GraHaMm: That is all. 


By Mr. Senn: 


Q. The estimate you have given of percentages there is based on actual 
income exclusive of farm goods that are consumed on the farm or should be 
consumed as part of income?—A. Well, the estimate that was made here is 
based on the actual expenditures of Saskatchewan farmers for the various 
items that are listed. 

Q. But their dollar is computed exclusive of the goods that are consumed 
on the farm of the farm product?—A. Yes. 

Q. Whether that is considered as income or otherwise?—A. Their state- 
ment assumes, in the first place, that the western farmers will get $500,000,000 
revenue which I take to be in the form of cash, because they show that revenue 
spent on taxes, interest, repairs to machinery, and a large number of items 
-_ which are all cash items, payments on debts, and so on. The figures that I have 
here that I read to you were based on actual expenditures by the farmer made 
in the years given. : 

Q@. I understand that. 


By Mr. Thorson: 


@. That is, you have used the same basis as the people who have made the 
chart?—A. Yes. They assumed that the revenue represented cash income, that 
the farmer would spend $500,000,000. 

Q. In other words, the chart leaves out what the farmer uses himself?—A. 
Yes. 

@. And you are doing the same?—A. Yes. 

By Mr. Senn: ‘ 

Q. Your estimate leaves that out—A. I am estimating, trying to arrive 
-at a conclusion as to what percentage of the total amount spent by the farmers, 
the total cash spent in the year, is the amount spent on machinery and repairs. 

Q. I suppose you could call it that. It is practically the same whether it 
is spent or whether it is consumed, is it not?—A. No, it is not the same. 

Q. I would say that is part of the income. If a man consumes on his 
farm, say, $50 worth of eggs and $25 worth of butter which he produces him- 
self, and so much meat that he produces himself, that surely should be con- 


sidered as part of his income. If you leave that out of your amount of income 
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that the farmer gets, then I think your basis .is not correct——A. I am not 


concerned with what income the farmer gets. What I am concerned with in 


this discussion here is how much he spends out of his dollar on different items 
during the year. | : 

Q. You mean the actual dollars that he gets?—A. Yes. 

Q. I do not think it is fair—A. All the dollars he gets. 


Mr. McLean: His field machinery has nothing to do with the dairy produce 


except in the production of grain to feed the stock. 3 
Mr. Senn: That is part of his income. 


Mr. THorson: Just a minute. Let us clear that point up. You are check- 
ing the accuracy or otherwise of that. 


The CHArrMAN: Order, gentlemen. One at a time. | 
Mr. SenN: Where there are three people they would consume $200 or $300, 
perhaps $400 that is no cost of the farm. 
By Mr. Thorson; 


). Just a minute. Let us clear up that point. You are checking the 
accuracy of that chart. That chart shows three per cent of the cash actually 
received by the farmer spent for implements. Is that correct?_A. Yes. 


Mr. Pertey: There is a great deal more. 


By Mr. Thorson: 


@. What does the chart say?—A. I will read the statement that is on here. 
The title is, ‘How the Western Canadian Farmer Spends His Dollar.’ The 
Nor’ West Farmer, pioneer rural magazine of western Canada. A detailed analysis 
of each division is shown in the above chart and the total amounts spent are listed 
on the other side of the page.” | 


By Mr. McLean: 
(. Compiled by the Nor’West Farmer?—A. Yes. 
Mr. Prrtey: The statistical department. 
Mr. THorson: What does it say? 


Mr. Warp: Just a minute. Mr. Chairman, we are taking up a whole lot of 
time discussing a thing that has nothing whatsoever to do with the issue which 
is before this committee. The end of this session is going to come soon. 

Mr. McLean: We do not know. We hope so. 


Mr. Warp: And we will not have reached any conclusion whatsoever. What 
has this got to do with the question that is before this committee? - Absolutely | 


nothing. , 

The Cuairman: I hope you are right about the end of the session coming 
pretty soon. This chart has been referred to in the house. ‘ 

Mr. THorson: Yes. | 

The CuarrMan: And it has been referred to in several other places. 

Mr. THorson: Absolutely. 


The Cuairman: And has been used, I would judge, as a method to assist in 
advertising. I thought it was very valuable information to check. I agree with 


the gentleman here in attempting to get at a comparable basis so far as the - 


information that is contained in the chart is concerned. Mr. Rutherford has the 
basis on which the chart was prepared, and he prepared his information along the 
same lines. 


Mr. Warp: It is very interesting information, but has nothing to do with the | 


question. etc 
Mr. THorson: Let us get on. 
[Mr. J. B. Rutherford.] 
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The CuarrMan: I think you will find that this information is going to be of 
material assistance, when you have an opportunity of getting the additional 
information which you want from the machine companies. 


Mr. Tomurnson: Also to rebut any assertion made by the machine com- 
panies that the farmer only spends three per cent of his income. — 


- By Mr. Thorson: 


Q. What does the chart say the farmer spends out of his dollar?—A. I am 
going to read the back of this chart. | 

Q. All right, read it?—A. It is headed, “How the Western Canadian Farmer 
Spends His Dollar” and is as follows:— 


The Dominion Bureau of Statistics estimated the agricultural revenue 
of the four western provinces in 1934 to be $384,000,000. 

It is believed that in view of increased production and values the 
total revenue in 1935 will amount to over $100,000,000 in excess of 1934, or 

a total of approximately $500,000,000. ; 

On the basis represented by the chart on the other side of the page, 
western Canadian farmers will spend the following amounts on the different 
items listed below:— 


MYM A A cs Shr afe ek Sieh UR RGIS Nee ege CLEA eS SHERI EN eA (RE RRS Sa ects UN rt $ 95,000,000 
PL Sy) Spaeth me aa AR ya ty epee cia ens 6 Cea a ke A incon RP SOME Ra Ra MEG Lea 80,000,000 
ARIES LUCK: WANT nL) DKOCD errand olen) wrestle Sa labali's Wear ui iuie ve ai ns 45,000,000 
Pe hy arel yp oma sernneh Mega sa) thay vant San hil et oa te Coc da RPG MIC ce te hy IM laf 40,000,000 
OTA 1 re hae Ngee aU cay ee Sage CoN mire ENB UIPY wean tad adic Ma at SIP Na 40,000,000 
PEE mee Oren MMAR nV ab eta he tus | Jae MLM ren SANE AIST lads N ob citer b abe (fa 40,000,000 
REA GTN Cet tLe MOR diy Oe rlety Rea eatin CLE ae OMe OLA iy Chey - 25,000,000 
Peedasced, ands MertiliZers wis Soyer eae mea ich Maal ey el Sha es als al ee 25,000,000 
TOUsehoOlac supplies ois Lesa ye eae Maen ean ore 6 eB AR (ays 22,500,000 
Farm Supplies, Electricity, and Chemicals... .. .. .. 2. «es. 22,600,000 
Bindinevamaiwepaitae, esl ce Ne eee ys ee cae 2 4 an abla dhe 15,000,000 
IES chava: ha Sei Mate Glee Ri SOE Go adaia Marte) Aree Aap tet a NCP Stee 15,000,000 
Ingo lementss and WC PALTS i cig Tele ee aan ater eve are oe albcas@ jhepih one 15,000,000 
PRE LEAMINIGI tee SURO CLG ui odie 6 oe pee aiden PMieatiagns Met aeS Crouse ees 10,000,000 
PaRUVANGET AN LO VERUIIGIIUS S:. ccs ered cnoalen netwtyh ety omre tance Gale dels 10,000,000 

A Watt oa cee i Sk MEY cae ne Pore ries oe pst: IF oR Rn rm GEN MN pag Bag $500,100,000 


placing of insurance; whether you are a manufacturer or a salesman, the obvious 
question that presents itself is: “Am I laying. a foundation that will ensure an 
equitable flow of farmers’ dollars to my business in 1936?” 

Q. In othe? words, according to the table the percentage that the farmer 
pays out of his dollar for farm implements and repairs is 3 per cent.—A. Three 
per cent, cash expenditure. 

- Q. And your calculations, based upon actual returns from farmers, show 
that the farmer pays 10 per cent?—-A. Approximately. 

Q. Approximately 10 per cent?—A. Yes. 

Q. Out of the dollar that he gets?—A. Out of the dollar that he gets. 


Mr. Senn: Mr. Chairman, I do not want to pursue this matter any further, 
but I will just say that I believe the 3 per cent, three cents out of the dollar, is a 
low estimate. On the other hand, I think that your basis of computation is not 
accurate either, for the reason, as I said before, that when a farmer consumes a 
certain amount of his production on the farm, I think that should be included 
as income. If the farmer makes an income tax return, he has to put down how 
much he receives from the sale of wheat, cattle, hogs, and all the rest of it. In 
addition to that, he has to put down on that income tax return the value of the 
eoods that are consumed on his farm by the family for food purposes. I think 
that should be included in your estimate when you arrive at your percentage. 

Mr. Tomurnson: I do not think so. 


Mr. Senn: That is my final word on it. 


Whether you are interested in the distribution of food products or in the 
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Witness: The statement is an expense statement, how he spends the money 


that he gets. If he gets income, real income in the form of goods, from his live 
stock and from his garden, and uses that in his household, he cannot spend it 


very well. . 

Mr. Senn: No, he cannot spend it; but he is spending it just the same. He 
is using it. ; 3 

Mr. Tomuinson: He is not spending it on machinery. 


Mr. McLean: The whole thing has not anything to do with expenditure on 


farm machinery, because he does not use farm machinery in producing his poultry 
income. The poultry man consumes poultry products. The gardener consumes 


agricultural products. The farmer pays for his farm implements. sd Were pare: 


three or four different occupations. 


The Cuatrman: I think it can be said that the basis upon which each 
presentation was compared is comparable. 


Mr. Tuorson: Yes, absolutely. 


The CuatrMan: Mr. Senn may be quite right in what he says with regard 


to the total net income of the farmer. That is not referred to in this chart 

here. I might say that, when it was drawn to my attention that the farmer 

only spent 3 per cent of his income for the purchase of farm implements and 

repairs, I just could not accept it; that is all. nae 
Mr. TuHorson: Everybody knew it was not so. 
Mr. Tomurnson: These facts bear it out. 


Mr. THorson: Everybody in western Canada knew it was not so. 


® 


Mr. Senn: I have stated quite frankly that I think 3 per cent is a low 


estimate. 


The Cuatrman: I thought so too. And personally, I thought I would like 


to have it checked up, and that the committee would appreciate having that 
information. 


Mr. Tomuinson: Absolutely. 


The CHarrMAN: That is all the evidence that Mr. Rutherford has: this’. 


morning. 
Mr. THorson: Will these tables and statements go on the record? 
Mr. McLean: Yes. 


The Cuairman: I am sure tlie committee is very grateful to Mr. Ruther- 
ford, and I would like to express our appreciation to him. . 


Witness retired. 
Mr. Grauam: I was of the opinion that the synopsis gave the vital points. 


Mr. Tuorson: Is there enough on the record to show a comparison between — 


this chart and what Mr. Rutherford has said? 

The Cuairman: I think there is. I think Mr. Rutherford’s statement not 
only deals with the chart that will go on the record, but also clears up the 
other information as well. | 

Mr. TuHorson: If we are going to have on record a refutation of this chart, 
the chart should be on the record, the refutation should be on the record and all 
the necessary tables that will show that should be on the record. , 


Mr. Granam: That is purely a matter for the committee. I felt ther Mr. 


Rutherford had so elaborately and specifically dealt with it in his statement 
that it was not necessary. fick 


Mr. Tuorson: If you are satisfied, all right. 
Mr. Granam: If you care to have it in, it is up to you. 


[Mr. J. B. Rutherford.] 
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Mr. Senn: Just before you finish this matter, would it not be of interest to 
the committee if we had a similar estimate of how much of the farmer’s dollar 
in eastern Canada was spent in this way? > 

Mr. Grauam: May I point out that I asked Mr. Rutherford about that. Of 
course, we are not trying to feature the west at all. This is based on Dr. Allen’s 
survey. I think I am correct in saying that your department has no other pro- 
vincial survey available, am I not? 

Mr. Ruruerrorp: There is some information, but it is pretty scanty. 

Mr. Tuorson: You actually have a provincial survey? 

Mr. GraHAM: Yes. 

Mr. Tuorson: In Saskatchewan? 

Mr. GraHaAm: Yes. 

Mr. Tuorson: Done on the ground? 

Mr. GraHaAm: Done on the ground. 

Mr. Senn: I would think there is a difference between eastern and western 
_ Canada. 

The CuatrMan: I might say that at the beginning when we considered this 
question, we had hoped to get a statement for all Canada, and then for eastern 
and western Canada separately. 

Mr. GraHam: Yes. 

Mr. Senn: You are hoping to? | 

The CuHatrmMAN: We did hope. I do not know whether we will get it 
completed. 

Mr. Tuorson: We have found that there is not any provincial survey made 
on the ground in respect of any of the provinces of eastern Canada. 

The Cuarrman: Not that we are aware of. Probably they do not sell as 
much farm machinery. | | 

Mr. Tomurnson: We do not get as much money in the east. 

The CuarrMAN: The next witness we have this morning is Mr. Gilchrist. 
He has a statement dealing with the foreign tariff on implements that are 
exported from Canada and from United States. 


WILLIAM GILCHRIST, called. 


By Mr. Graham: 

Q. Mr. Gilchrist, what is your official position?—A. Chief of the Foreign 
Tariff Division, Department of Trade and Commerce. 

Q. The material that you are presenting this morning is a statement of 
the tariff in certain countries of export?—A. Yes. 

Q. And the tariff rates applicable to Canada and United States comparatively 
over a period from 1913 to 1936?—A. That is right. 

Q. You have a list. What export countries are you prepared to deal 
with?—A. I prepared a statement respecting 25 countries. These are: United 
Kingdom, the Irish Free State, Australia, New Zealand, Union of South Africa, 
Newfoundland, British India. Those are all British. The rest are foreign 
countries: United States, Mexico, Argentina, Brazil, Chile, Uruguay, Germany, 
France, Algeria, Spain, Belgium, Switzerland, Netherlands, Norway, Sweden, 
Denmark, Morocco, Tunis, Portuguese Africa. 

Q. I notice in your material that you have dealt with implements. What 
implements?—A. Well, I have dealt with the implements which mainly were 
exported from Canada to those countries; and, secondly, took into account a 
list of implements that you submitted to me as— 

Q. Typical?—A. —typical ones which we should keep in mind. 
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Q. I should be glad if you would go over your material, and where in one 
country there is no distinction throughout the whole period as between the tariff 
duties imposed by that particular country against Canada and the United 
States, would state that is so; and when you come to a country where there is 
or has been during that period a tariff differential, would you kindly elaborate 
on that? ee 


By Mr. Senn: ' | 
Q. May I ask a question for the purpose of clarification. Do we export to 
any of those countries that are enumerated?—A. We do. The period dates back 
to 1913, and more or less during that period we exported to those countries. Did 
you wish me to read that data? 


By Mr. Graham: 

Q. No. Just go over the material that you have, and where there is no 
difference, state that there is no difference, as between the tariff against Canada 
and the United States?—A. Well, the countries of this group which have the same 
tariff against Canada and the United States would be Union of South Africas 
except of course, carts and wagons. That is the only exception I will make. 

(). Except what?—A. Carts and wagons. I mention that because mainly . 
agricultural implements are treated the same there. Newfoundland, British 
India, Mexico, Argentina, Brazil, Chile, Uruguay, Germany, Spain, Switzerland, 
Netherlands, Norway, Sweden, Denmark, Morocco, Tunis, Portuguese Africa. 
Q. Is Tunis sometimes called French Africa?—A. Yes, it is part of French 
Africa. : 

Q. You state that the duty is the same as against a company in the’ 
United States and one in this country?—A. Yes, ° 

Q. And has been throughout that whole period?—A. Yes, and has been. » 

Q. Throughout that whole period?—A. Yes, 

Q. All right, pass on to the preference. Take the United Kingdom first.— 
A. Now, the countries where Canada has during some part of that time enjoyed 
a preference over United States, and in the main does yet, are: United King- 
dom, Irish Free State, Australia, New Zealand. Preferences do not necessarily 
apply on absolutely every agricultural implement. There is a great deal of 
detail involved in making a complete statement about preferences. But in 


the United Kingdom there is a preference of either 10 per cent or 15 per cent — 


ad valorum on any agricultural implements that. go there. Sometimes there 
is an absence of preference due to the fact that the farm implements enter free 
from any source into these countries, so that while we might have a preference 
on our exports in the main, it would develop that articles free of duty from | 
anywhere would, of course, benefit by no margin. There are two countries in 
which the United States has had an advantage over the United States. 


By the Chairman: | 

(J. Over which?—A. The United States has a preference over Canada. You — 

see, I am dealing with the larger countries. These preferences, however, are 

not in existence now. In one instance, that is France, between June 16, 1932, 

and June 10, 1933, Canada was under the general tariff of France, while United 
States was under the minimum tariff. 


By Mr. Graham: 


Q. What was the differential?—A. Well, the general tariff is four times 
the minimum. I do not know whether we exported during that period; likely — 
not. In the detailed data I have prepared I showed the rates obtained in all: 
those times. cig 


[Mr. William Gilchrist.] 
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z By Mr. Thorson: : 
| Q. What is the situation now?—A. The situation now is that both Canada 
and United States have a minimum tariff in France. 


By Mr. Graham: . 


Q. And it had them for how long?—A. Since June 10, 1933. Then, of 
course, before June 16, 1932, the position was the same. The minimum tariff . 
~ ranges from about $1.80 to $3 per hundred pounds of agricultural implements 

in general. ; | 
, Q. From $1.80 to $3 per?—A. Per hundred pounds. 

Q. Weight?—A. Weight, yes. That is, the duty is actually in their cur- 
rency, but I have converted it at the current rate. 

Q.. Yes?—A. Now in Belgium there was a sales tax against Canada— 
sometimes called a turnover tax—of 5 per cent more than what is levied against 
the United States from the period August 1, 1932, until June 1, 1936; that is, 
it has just been accorded to us. From now on we are the same. 


By Mr. Thorson: 
Q. That is in Belgium?—A. In Belgium. 
Q. Was that correction made recently?—A. Recently, yes. 


By Mr. McLean: 


Ahh June 1, you said?—A. Just very recently, in fact discussions were going 
about it all the time, but they were brought to a conclusion just the other 
- day. 
By Mr. Thorson: 
Q. That change is effective as from June 1 of this year?—A. Yes. Then, 
of course, we were the same in Belgium up to August 1, 1982. 


By Mr. Graham: 

Q. That completes your list there?—A. Yes, sir. ; 

Q. I thought you had three countries? —A. You might make it three, Algeria 
is an extension of France. 3 

Q. Now then, give us the history, please, of the tariff of the United States 
on farm implements over the period, just briefly—as against Canada?— 
A. I have just gone back one period further with the United States, from 1909 
to 1913 there was a duty on agricultural implements entering the United States 
of 15 per cent ad valorem on some, 45 on some others, but 15 per cent was 
the rate applicable to the principal kinds. Well then, since 1930 agricultural 
implements have entered the United States free of duty with the exception of 
cream separators. 

Q. Since when?—A. Since 19380. 


By Mr. Donnelly: 


Q. From Canada?—A. From anywhere. 
Q. From anywhere?—A. From Canada included, of course. 


By Mr. Graham: 


Q. What happened as to cream separators?—A. Cream separators valued 
up to $50 each have been exempted from duty, are still exempt; cream separators 
valued at more than $50 each are 25 per cent ad valorem. 


By Mr. Thorson: 

Q. Since when?—A. Since 1913. The value line changed a little they were. 
free up to $75 under that 1913 tariff and then in 1922 they made the dividing 
line $50. In consequence of a treaty just concluded between the United States 
and Finland this 25 per cent rate has been cut in two. It is not in force yet 
but when it does come into force it will apply to Canada. ; 
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Q. And then that rate will be reduced so far as Canada is concerned?— 
A. Yes. 


By Mr. Graham: 

Q@. Under the “most favoured nation” clause?—A. Yes. 3 

Q. Now then, Mr. Gilchrist, you wrote me a letter dealing with Spain; 
will you just let us have the information you have with respect to Spain?— 
A. Oh, yes. In that data we had prepared on Spain reference was made to the 
possibility of getting agricultural implements in free of duty under an old 
law of 1868, but we have since learned that that law is obsolete so that the 
rates heretofore in existence prevail. . . 

Mr. GrauamM: Mr. Chairman, perhaps the committee will decide this: 
This material gives in detail the tariff of 1913 to 1926 inclusive on the separate — 
implements. Should that be printed in the record? 

Mr. TuHorson: No, file it as an exhibit. 

Mr. McLean: It would be better to print it in the record. 

The CHatrMAN: I have seen this information and I think it would be 
better for it to be filed with the committee. : 

Mr. TuHorson: It is very bulky. 

Mr. McLean: How would it get to the members of the committee or the 
people in the country if it is only filed? It might as well be with the Bureau 
of Statistics if it is simply filed. 

The CHAIRMAN: Quite true, but Mr. Gilchrist’s general statement which 
will appear in the record covers the whole material. 3 

Mr. THorson: I think it is sufficient to file the material. It is very bulky. 


By Mr. McLean: ) 

Q. What is the situation with respect to cream separators, with which you 
were dealing a moment ago, as between Canada and the United States. What ~ 
is, it entering into Canada? You have told us what it was going into the 
United States?—A. I have not got the information as to that with me. 

Mr. GraHam: Mr. Younger gave that. 

Mr. McLean: That was the day on which I was away. 

Mr. Tuorson: They come in free from Great Britain. 

Wirness: Yes, that is it. | 

Mr. THorson: Coming from anywhere else there is a duty of at least 
25 per cent. 

Witness: I have not got the figures before me but that is my recollection. 

Mr. THorson: Due to the Ottawa agreements there is a margin of pref- 
erence given to Great Britain of 25 per cent on cream separators. 

Witness: I think that is correct. : | 

Mr. GrauaM: The value of this information in my opinion is that it shows 
clearly what our Canadian companies have to meet by way of tariffs in doing 
their export business, and I presume also with respect to meeting the competition 
of other companies in the United States. : 

That is all, thank you, Mr. Gilchrist. 

The Cuarrman: Thank you very much, Mr. Gilchrist. 

Witness retired. 

The CHatrMAN: Now, we have with us Mr. Warne, of the external trade 
branch of the Dominion Bureau of Statistics. ts 

W. A. Warne, External Trade Branch, Bureau of Statistics, Department of: 
Trade and Commerce, called. 

-[Mr. William Gilchrist. ] 
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Mr. Grauam: Mr. Chairman, before Mr. Warne proceeds perhaps I had 
better present for the record some very carefully prepared statistical material 
with respect to exports and imports of farm implements. 

The CHAIRMAN: Yes. 


; 
Mr. GrauaAm: You will note here (indicating), Mr. Chairman and gentle- 
men, very excellent and very carefully prepared statistical information—actual 
- information, as a matter of fact—gathered together for the use of the committee 
by Mr. Warne of the external trade branch of the Dominion Bureau of Statistics. 
It is very very voluminous, and it is very complete. It deals with Canada’s 
domestic exports of farm implements and machinery and parts from 1913 to 
- 1936 in one section; with Canada’s imports of materials for the manufacture of 
farm implements, with the duty collected thereon, and the average rate of duty, 
and also imports from the United Kingdom and the United States for the fiscal 
years 1913 to 1936 in the next section; and with Canada’s imports of farm imple- 
- ments and machinery and parts with duty collected thereon and average rate 
of duty, and also imports from the United States for the same fiscal period. 
After consultation with your chairman my suggestion is that a digest’ of the 
detailed information be read into the record and that the detailed information 
on which that is based—that is, these large sheets—be filed as an exhibit, and that 
mention of them be made in the reported record so that any person interested 
will know that it is on file with the committee. It would perhaps be well to 
state that the detailed information includes practically all implements, including 
cream separators, harvesters, binders, mowers, hay-rakes, etc. The committee 
might decide just what they wish to have done with this material. 
. The Cuarrman: Mr. Graham, if you will read those general statements to 
- which you referred it might afford the committee a better opportunity for reaching 
a decision. | 


Mr. Grauam: If you will go ahead, Mr. Warne, and read your statement. 


-~Wrrness: Gentlemen, with reference to the imports and the duties collected 
thereon, there were very radical changes in the duties on agricultural implements 
as from February, 1918, when tractors costing in the country of production not 

-more than $1,400, and parts thereof, were placed on the free list. In 1918, on 
total imports the average ad valorem rate of duty amounted to 17-5 per cent, 
but in. 1919 as a result of a radical change the average rate was 6-5 per cent. 
On April 11, 1924, there were also a number of changes made in the rate of 
duty which were downward, and as a result of these the dutiable imports in 1925 
were 9-8 per cent average as against 14:3 per cent in 1924. I state also that 
the imports from agricultural implements into Canada in 1928 amounted to 
$16,000,000, mostly farm tractors costing not more than around $1,400 in the 
country of production. The result of that was that the average ad valorem rate 
was only 4-1 per cent. I might point out, however, that the average ad valorem 
rate on dutiable imports from 1925 to 1931 ranged around about 9-5 per cent. 
Also on September 17, 1930, there were radical changes in the duties on farm 
implements increasing the duties as from that date. As a result of these changes 
we find that the average ad valorem rate on dutiable imports as of 1931 was 9-71, 
and in 1932 15-5, in 1933 17-9, and so on. There has been, however, a very 
serious decline in Canada’s imports of farm implements since 1930-31, as also 
in production and in exports. There was also a very serious decline in the 
production of farm implements and machinery in Canada as from 1930-31, to 
date, indicating that the depression beginning about 1929 had a very serious 
effect on the purchasing power on the farmers of the Dominion. It would be 
noted that in 1930, Canada’s imports of farm implements and machinery were 
valued at $30,000,000 and her exports at $18,000,000, while production in that 
year totalled around $40,000,000. In 19381 the production had dropped to 
$27,000,000 and imports to $16,000,000, and exports to $7,000,000; in 1932 imports 
were a trifle over $3,000,000, exports were about $2,500,000, while production had 


3 
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fallen to about $11,000,000. In 1933, however, imports were $2,200,000, exports, 
were $1,300,000, while ‘production had dropped to about $5,500 000. 


Mr. Geen Dealing now with these detailed statements, the summary | 
of the first one, relating to Canada’s domestic export, is as follows: a 


DOMINION BUREAU OF STATISTICS—EXTERNAL TRADE BRANCH 
Memorandum showing: : 
CANADA’S DOMESTIC EXPORTS OF eM JUPLEMENES AND MACHINERY AND 


(FiscaL Yuars, 1913 To 1936) 


Total To British | To Foreign | To United | To United 


Years ended March 31— Exports Empire Countries | Kingdom | States 
$ $ $ $ $ 

elie Were Meade eho Meee Med ah ene ee. 6,365,824 | 2,138,123 | 4,227,701 437, 006 54, 087 
1 bea SEB oe a Sr Ae MN MRL AIO a 7,948,880 | 2,545,174 | 5,403,706 488, 367. 99,007 
Ud bs A ES RRS a A a i ee ae APE LEN pop ok 3,718,908 | 2,200,420 | 1,518,488 357, i34 559, 945. 
GREE BTM z pe ie ar A nape eA a (NEAL MR 3,899, 23 2,376, 347 1,522,888 961, 074 309, 964 
POMPOUS ee Aes. | Alt en. TENE og 4,122,108 | 2,544,114 | 1,577,994 594, 942 287, 568 
POG rae int Aree ST Lae aa Ge hei eet a) 5,183,799 | 3,500,447 | 1,683,352 | 1,837,904 354, 325: 
A EAR ee ia gear ne a i la aR ARS L 9 8,831,803 | 5,814,923 | 3,016,880 | 3,306,516 272, 92 

AGE SMe sv ele Ue cote haben Midme ss Bre auc 11,614,400 | 3,166,397 | 8,448,003 | 1,193,641 3, 281,98 

jy) NS ra ae UN Raion aa at ey en 12,527,373 | 4,376,243 | 8,151,130 | 1,183,076 3,439, 149 
\ A Ai ak eae RE RD A beta Ee RR 5,345,308 | 2,524,713 2, 820, 595 371, 642 583, 005 
BUDO ic inal chiA Na yk ts May Gyo gah te 6, 066, 893 1,745,818 | 4,321,075 290, 981 1,346, 840: 
M2 aa sn Ne UA Oe weak he Vi ave 9,339,519 | 2,582,493 | 6,757,026 659, 679 812, 290 
11 Bale ME RES ge COIN Spe te aan tee LITE 7 11,342,712 | 3,279,976 | 8,062,736 346, 328 1,365, 175 
Mehmet ne ech. Corer Sh co Se sic ok US ar wate 13, 628, 341 4,031, 281 9, 597, 060 679, 955 2,535, 992 
Be Sry Sema are e AMAR ch nM Uae CAPE» ON ih A 17,412,947 | 4,004,775 | 13,408,172 673,945 4,204, 581 
Ns Ph RON ARN 20 PA ARE Sy RE Dyan SS ae NC 15, 648, 381 4,052,165 | 11,591,216 638, 584 3,522, 603 
PUD OAT AD Ey FSi eee Aas shy Suh ot a one State Oe 15,870, 918 3,03, 04s, 128207, LOL 448,376 4,367, 408 
TOE aan, uty ita? 37 sete, conn eh tT Uieee 18,396,688 | 3,183,181 | 15,213,507 459, 143 4,118, 842 
LA Sy AE 3 ee ee OANA oar Ere LPS, 7,188,078 | 1,566,052 | 5,622,026 332, 893 2,030,436 
GU SS VAR tea otal ee Rei RE aN Ry SUNIR Ng USE SO Ie 2,484, 965 893 , 284 1,591, 681 315, 136 794, 012 
As bs BAAN COONS Naar dete. Namal mR ae th 1,324,776 753,435 571, 341 217,495 220, 794 
TUG SOIR oP Seah Ware ee a Age ae ZA ee 1,819,826 | 1,035,735 784, 091 292,816 322,519 
RSs oe org aL. Uh. cA empath ete i 3,567,253 | 1,956,991 1,610, 262 593,915 603,040 
ELIE Cone ee AEE ENE tis UR NEE RT TO rt Cn 6,344,437 | 2,348,897 | 3,995,540 774, 526 2,467, 203 


Mr. Tuorson: Are you going to print that table? 
Mr. GraHam: Yes. 


Mr. TuHorson: And the detailed statement from which it is prepared will | 


be filed as an exhibit? 


Mr. Granam: Yes. Now, the next summary deals with Canada’s es 
of materials. It is as follows:— 


[Mr. W. A. Warne. ] 
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IMPLE- 


MENTS, WITH DUTY COLLECTED THEREON, AND AVERAGE RATE OF DUTY; 
ALSO IMPORTS FROM THE UNITED KINGDOM AND UNITED STATES. 


(Fiscat Years, 1913 to 1936) 


Average Rate of 


Duty Duty on Imports | Imports 
Years ended Total | Dutiable Free Col- from from 
March 31: Imports | Imports | Imports lected Total | Dutiable| United United 
Imports | Imports |Kingdom | States 
$ $ $ $ % % $ $ 
1913 965, 027 20,089} 944,938 1,004 0-1 5-0 8,303] 950,208 
1914 850, 403 5, 866 844, 537 293 0-03 5-0 8, 364 837,314 
1915 533,520 95,792| 437,728 16,415 3-1 17:1 3,406] 527,547 
1916 786,719} 161,468} 625,251 28,211 3:6 17-5 644|" 783,047 
BE ets a, tes, 1,244, 507 173,215) 1,071, 292 29,193 Lio MO OE ace ewe rats 1,235, 904 
1918 2,156,264) 290,029] 1,866, 235 49,760 2-3 17-2 774] 2,147,024 
1919 2,544,248! 303,239] 2,241,009 50, 967 2-0 16-8 319} 2,520,614 
1920 1, 681, 298 282,788) 1,398, 510 48, 836 3-0 17-3 3,454] 1,677, 763 
1921 2,927,446] 478,824! 2,448, 622 83,433 2-9 17-4 11,707} 2,915,739 
MO eee, Fe wk 729, 203 57,815} 671,388 9,461 1-3 16-4 825} 726,634 
Mos eae dee. 691, 965 96,254} 595,711 16, 803 2-4 17-5 26| 681,736 
1924.. 1, 002, 558 107,756} 892,802 18, 728 1-9 17-4 33, 441 965,316 
1925. 2,464, 747} 1,027,316] 1,437,431 61, 167 2-5 6-0 72,625) 2,388,791 
BENE iat ngs Pacis 5,861,886] 2,540,489] 3,321,397; 151,678 2:6 6-0} 104,457] 5,719,393 
1 iis tel eae 7,205,369} 3,552, 666] 3, 652, 703 212,517 2-9 6-0 129,021] 6,969,908 
Le Se ee 6,030, 768] 3,001,522) 3,029,246) 179,616 3:0 6-0 35, 852| 5,954, 797 
1929. 8,963,931] 4,668,062} 4,295,869} 279,460 3-1 6-0} 111,601) 8,814,005 
1930. 6,011,970} 3,379,570) 2,632,400 202,071 3-4 6-0 110,331] 5,855, 625 
LCS es RR 1,800,705} 1,384, 492 416, 213 84, 582 4.7 6-1 43,943] 1,332,765 
AU. Se 1307771). SOLS HOLY 85,560 32,028 5-2 6-1 7,842| 562,425 
IG Bis S MT ig Gan Sale eee a 506, 459 416, 292 90, 167 25, 238 5-0 6-1 17, 592 464, 642 
1934. . 805, 796 693, 985 111,811 43,362 5-4 6-2 14,274 784, 427 
1 StS ae ae 1,531,179) 1,268, 683 267,496 79, 238 D7, 6-3 25,880} 1,491, 054 
ROBO oe. wks be ae 2,393,672} 2,018,556! 375,116 127, 544 5-3 6-3 41,988) 2,306,993 


The next statement, or summary, deals with Canada’s imports of farm 
implements, machinery and parts:— 
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CANADA'S IMPORTS OF FARM IMPLEMENTS AND MACHINERY AND PARTS, WITH 
DUTY COLLECTED THEREON AND AVERAGE RATE OF DUTY; ALSO IMPORTS 
FROM THE UNITED STATES. 


(Fiscan YEARS, 1913 To seh) 


Years ended 
March 31: 


Total 
Imports 


14, 955, 996 
7,540, 923 
3,370,117 
4,262,245 
8,805,777 

15, 380, 743 

24,051,825 

14, 578, 106 

24, 458, 834 
7,718, 032 
8,423, 995 

11, 766,285 
6,494, 986 

13,336, 650 

18, 946, 288 

29, 636, 449 

40, 292, 899 

30, 075, 453 

16,495, 217 


Dutiable 
Imports 


14, 488, 147 
7,077,869 
2,882, 647 
3, 957, 842 
8,471,321 

14, 902, 863 
7,997, 300 
6, 380, 448 

11,366, 740 
5,216, 371 
4,571,378 
6,961,270 
4,015, 509 
6, 546, 255 
9, 868, 440 

12, 809, 305 

18, 545, 535 

14, 294,477 
8, 935, 023 
1,909, 945 
1, 224, 281 
1,444, 174 
1, 869, 252 
2,253, 517 


Free 
Imports 


467, 849 
463, 054 
487,470 
304, 403 
304, 456 
477, 880 
16, 054, 525 
8, 197, 658 
13, 092, 094 
2,501, 661 
3,852,617 
4,805,015 
2,479,477 
6,790,395 
9,077, 848 
16,827, 144 
21,747, 364 
15, 788, 976 
7,560, 194 
1,405, 597 
983, 747 
839, 597 

1, 847, 067 
3, 928, 701 


lected 


2, 887, 930 
1,407, 596 
565, 487 
748, 034 
1,619, 234 
2,687,714 
1,557,710 
1,114, 102 
1,898,219 
889, 168 
680, 028 
999, 219 
392,314 
633, 221 
944, 593 
1, 229,494 
1,773, 610 
1, 224, 369 
865, 250 
295, 712 
218, 550 
275, 808 
349, 686 
372,399 


Average Rate of 


OO OY eo SS Ss ee | 


Duty on Imports 
from 
Total Dutiable United 
Imports | Imports States 
% % $ 
19-3 19-9 14, 703, 897 
18-7 19-9 7,318, 853. 
16-8 19-6 3,171, 212 
17°5 18-9 4,199,480 | 
18-4 19-1 8, 748, 336. 
Aen Whee 18-0 15, 359, 471 
6-5 19-5 23,981, 925 
7:6 17:5 14, 494, 226. 
7-8 16:7 | 94; 1842783 
11-5 17-0 7,546,472 
8-1 14-9 8,352,071 
8-5 14-3 11,570, 014 
6-0 9-8 6,270, 141 
4.7 9:7 13,051, 503. 
5-0 9-6 18, 493, 857 
4-1 9-6 | 29,132, 852 
4-4 9-6 | 39,826, 254 
4-1 8:6 29, 338. 753 
5:2 9-7 15, 408, 492 
8-9 15-5 3,049, 102 
9-9 17-9 1, 997, 286 
12-1 19-1 2,017, 558 
9-4 18-7 3, 341,370 
6-0 16-5 


5, 712,752 


The CHatrMan: Now, gentlemen, would it be agreeable to the committee © 
to have these summary statements which Mr. Graham has just presented printed 
in our record, and to have the larger detailed statements filed? 


Some Hon MeEmMBERS: Yes. 


Mr. THorson: I would move accordingly. 


The Cuatrman: It has been moved by Mr. Thorson, seconded by Mr. 


Tomlinson, that these summary statements be entered into the record and that. 
the material from which they were prepared be filed with the committee. Is 


that agreeable? 


Motion agreed to. 


The CuarrMaNn: That completes the information that we are to receive this 
morning. Mr. Warne, we are very grateful to you for the information you have 


gathered for us. 


The committee went into executive session at 12.40 o’clock p.m. 
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1924-36. 
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8. 
9 
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Saskatchewan Prices for the J. I. Case Co. Ltd. 


. Zone B. Prices of the International Harvester Co. Ltd., from 


MINUTES OF PROCEEDINGS 


Tumspay, June 9, 1936. 


The Standing Committee on Agriculture and Colonization met this day at 
Py aan, 


The Chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Beaubier, Bertrand (Prescott), Cleaver, Donnelly, 
Douglas, Dubois, Evans, Fontaine, Furniss, Gardiner, Golding, Gosselin, Graydon, 
Johnson (Lake Centre), Lalonde, Leader, Leclerc, MacLean (Prince), MacRae, 
McLean (Melfort), McNevin, Mitchell, Motherwell, Needham, Perley (Qw’Ap- 
pelle), Rheaume, Robichaud, Ross (Middlesex Hast), Senn, Spence, Taylor 


(Norfolk), Thorson, Thompson, Tomlinson, Turner, Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., Counsel for the Committee. 


Professor E. A. Hardy, Agriculture Engineer, University of Saskatchewan, 
called, heard, examined and retired until 4 p.m. 


Professor Hardy also presented a Brief prepared by Dr. Allen, Head of Farm 
Management Department of University of Saskatchewan. 


Ordered that the presentation be printed. 


Ordered that Tables No, 1 and 2, 3, 10, 11, 12, 18 and 14 be printed, also 
Chart showing estimated farm price of Wheat, estimated value of Wheat sales 
per farm and average cost of a group of six standard Farm Implements, in 
Saskatchewan. 


The hour being 1 o’clock, the Committee adjourned to meet again at 4 p.m. 
this day. 


AFTERNOON SESSION 
The Committee resumed at 4 o’clock, the Chairman presiding. 
Members present; Messrs. Bertrand (Prescott), Cleaver, Donnelly, Dupuis, 
Evans, Fafard, Furniss, Gardiner, Golding, Johnson (Lake Centre), Lennard, 


McLean (Melfort), Needham, Perley (Qu’Appelle), Senn, Spence, Taylor 
(Norfolk), Thorson, Thompson, Turner, Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., Counsel for the Committee. 


Professor E. A. Hardy continued his evidence unfinished at the morning 
sitting. ; 

Witness retired. 

Hon. J. G. Taggart, BSA. Minister of Agriculture for the Province of 


Saskatchewan, was called and heard on the subject matter of the Order of | 
Reference. 


Witness retired. 
-— 20256—14 


On motion of Mr. Bertrand (Prescott) — 


Resolved, That the thanks of the Committee be tendered to the Hon. Mr, 
Taggart, and Professor Hardy, for their contribution to the problem before the 
Committee. 


The Chairman expressed the thanks of the Committee to both of the 
witnesses. 


The Committee then adjourned to meet again on Wednesday, June 9, at 
11 a.m. . 


WALTER HILL, 
Clerk of the Committee. 


: 
: 
’ 


eS a 


~— a a 
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MINUTES OF EVIDENCE 


House of Commons, Room 268, 
June 9, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the prices of agricultural implements met at 11 o’clock. Mr. 
Weir, the chairman, presided. 


Mr. R. T. Granam, K.C., counsel for the committee. 


The CHARMAN: Gentlemen, will you come to order, please? The witness 
we have this morning is. Professor E. A. Hardy of the engineering department 
of the University of Saskatchewan. The committee will recall that some days 
ago, or at the early part of the session, it was indicated that we should try to 
secure the co-operation of the provincial departments of agriculture in securing 
certain information with regard to conditions on each side of the Canada- 
United States boundary line, particularly with respect to sales policy, prices, 
and things of that character. All the provincial departments were communicated 
with. It so happens that the province of Saskatchewan, and I think probably | 
I could say Manitoba, have probably made greater progress in collecting this 
information than the other provinces have. We all realize that there is 
uncertainty as to when the House will close, and it is difficult to say whether 
we will be able to hear representatives from the other provinces or not. How- 
ever, you will appreciate that the last time we discussed this matter in the 
committee it was felt that at least some representation should be made by the 
provincial departments which had gone to a good deal of effort in collecting this 
information. The province of Saskatchewan was particularly well equipped to 
gather this information. You will remember that in one of the committee meet- 
ings reference was made to the work done at the Swift Current experimental 
farm, both from the standpoint of the farmers and from the standpoint of the 
machine companies there. The engineering department at the University of 


Saskatchewan has also conducted a good deal of experimental work and col- 


lected a lot of information, so that that province is particularly well equipped 
to give evidence to-day. Moreover, the province of Saskatchewan, I presume, is 
the largest purchaser of farm implements of any province in the Dominion of 


Canada. Naturally its interest.is probably a little greater for that reason. 


So we have with us to-day Professor Hardy of the University of Sas- 
katchewan. I might also say to the committee now that Honourable Mr. 
Taggart, Minister of Agriculture for Saskatchewan, who was formerly superin- 
tendent of the Swift Current experimental farm to which reference has already 
been made, is in Ottawa. He says he would like to be heard before the com- 
mittee. So if it is agreeable to the committee, following Professor Hardy’s 
presentation to-day I think we should hear Mr. Taggart as well. ‘I think that 
is all I need say preliminary to this morning’s meeting. I now have pleasure in 
calling upon Professor Hardy. 


Professor E, A. Harpy, called. 


By Mr. Graham: 


Q. Professor Hardy, you might give to the committee your professional © 
standing, or at least your particular branch of academic training —A. My name 
is Professor E. A. Hardy. I am professor of agricultural engineering at the 
University of Saskatchewan. 
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Q. And have been for how long?—A. I came to the University of Sas- 


katchewan in 1917. I am in my twentieth year there. Age 

Q. I notice, incidentally, that you must at some time have collaborated with 
Dr. Davidson of Iowa State University in making a survey of the state of Iowa 
in regard to farm implements?—A. During my undergraduate work at Iowa 
State College at Ames, Iowa, I was associated with Dr. Davidson and carried 
on some research work with regard to the depreciation of farm machinery at 
that time. . | vies See 

Q. Will you kindly proceed with your presentation, Professor Hardy?— 
A. Yes. 


Mr. Chairman and gentlemen, this survey has been conducted in order to ~ 


obtain local information with regard to implement prices, the quality and type 
of implements sold in the United States as compared with Canada, the distribu- 
tion of the implements from the factory to the wholesale distributing point and 
to the farmer, the credit policy of the dealer, as well as the condition of the 
machines and the quality of work being done by the farmer, as outlined by 
Mr. R. T. Graham, K.C., counsel. for the committee on agriculture and 
colonization. | 
The Honourable Mr. T. G. Taggart, Minister of Agriculture for Sas- 


katchewan, and myself visited southeastern Saskatchewan and northwestern — 


North Dakota, obtaining prices from the International Harvester and John 
Deere Companies at Minot, North Dakota. We found that Minot, North 


Dakota, was the western distributing point in this area for most of the implement. 


companies, and that the Minot block extended west to Malta, Montana—Malta, 
Montana, is half-way between Wolf Point and Havre, a point about there 
(indicating)—which is practically three-quarters of the width of Saskatchewan. 


The territory west of Malta is in the Great Falls block, in which prices are 


comparable with those in the extreme western part of Saskatchewan. We 
visited typical farmers throughout all of the areas through which we travelled 
to examine the machines which they were using, and to obtain experiences from 
them which would have a direct bearing upon prices of implements and repairs. 

; After completing the study along the border, it was thought advisable to 


study a portion of northern Saskatchewan in order to observe whether the ~ 


prices of implements, repairs and the policy of distribution were uniform 


throughout Saskatchewan. Consequently, I studied the Swift Current, Rose- 
town, Saskatoon, Prince Albert, Melfort, Nipawin, Canora and Yorkton areas 
with this in view. Nipawin runs off Prince Albert, Melfort, Nipawin, Canora, 
Melville and then back into the Regina areas (indicating on map). , 

With regard to the retail price of farm implements in North Dakota, 


Montana, and Saskatchewan, the International Harvester Company bases all 


prices on the Chicago list, plus freight to the different points west. Tables have 
been prepared showing the increase in implement prices from Minot, North 
Dakota, to Crosby, North Dakota, Wolf Point, Montana, and Havre, Montana; 
Havre, Montana, being in the Great Falls block. Prices of typical repair parts 


have also been obtained and tabulated. It is rather interesting to note that 


repair parts prices are practically uniform throughout the area studied. In 
some instances freight is added to non-competitive repair parts. The cost of 
repairs in Saskatchewan is the same throughout the province. The prices are 
apparently set so that by pooling the freight the item is taken care of. There 
have been some instances of dealers adding freight and express to repair parts 
before the days of good roads and automobiles. However, at the present time 
the farmers will drive a considerable distance in order to save a few cents on 
repairs; consequently, the agents have found from experience that one price 
throughout the entire province is more profitable to them. In the case of 
, emergency repairs where extra telephone calls are made and extra charges for 
express shipments are incurred, the farmer is frequently asked to pay all extra 
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charges. This practice varies, however, with different dealers and in different 
areas. In some instances the dealers absorbs a part of these extra charges. It 


-was found in North Dakota, with implements sold at Minot prices to a distance 


of approximately one hundred miles west of Minot, particularly where it was 
possible for the farmer to drive to Minot with trucks and take delivery of the 
machinery, even though the freight rate was considerably higher, the agents 
absorbed the freight in order to obtain the business. At Crosby, North Dakota, 
the first increase over Minot prices was in evidence. Since Minot prices extend 
west to some point between Kenmare and Crosby they are comparable with 


~. eastern Saskatchewan prices. Crosby, North Dakota, is here on the map 


ee ee ea ee ee 


(indicating); and we are comparing Crosby, North Dakota, with Weyburn in 
Saskatchewan, as I will indicate. 


By Mr. Senn: 
Q. You are talking about parts now, are you?—-A. No. Parts were prac- 
tically the same. I am talking about machinery. 
_Q. You are talking machinery?—A. Yes. I might just say about parts 
that parts were the same throughout this area (indicating), and parts are the 
game throughout Saskatchewan. Apparently the freight is pooled. 


By Mr. McLean: 

Q. Are they the same in both areas?—A. With very little exception. The 
tables will show very, very little difference. 

Saskatchewan is generally divided into two zones as far as implement 
prices are concerned: the B eastern and the C western and northern zones. The 
attached map shows quite clearly the zoning of the province. The B eastern 
zone extends north from a point just east of Regina up to the north railway line 
which is just south of Melfort. Then the B zone extends along between the 
north Melfort Hudson Bay line and between the Quill Lake line, the Canadian 
National going to Winnipeg. That zone is practically the same for all com- 
panies. The freight being higher, this section (indicating) is included in the 
C zone along’ with the rest of the western section of the province. The Inter- 


national Harvester, John Deere and Cockshutt Plow Companies follow this 


same zoning, while the Massey-Harris Company follows it generally in practice, 


~ but varies somewhat in the south and in the northeast from this practice. A list 


of the Massey-Harris blocks is attached to the Massey-Harris price list found 
in table 6. The J. I. Case Company do not follow the zoning system, but ship 
f.o.b. branch houses, which in the north are Saskatoon, Rosetown, Melfort, 
Humboldt and Prince Albert, and in the south, Regina, Weyburn, Assiniboia, 
Tastend and Swift Current. The Minneapolis Moline and Oliver Hart Parr 
Companies ship f.o.b. Regina and Saskatoon to the various parts of the province. 


The International Harvester Company have 6 branches in the province: Regina, 


Weyburn and Yorkton in zone B (indicating) and Saskatoon, North Battleford 
and Swift Current in zone C. 


By Mr. Graham: 

Q. Just to make that clearer, I think you said that there were Just two 
zones in Saskatchewan?—A. Zone B and zone C. 

Q. There is no zone A2—A. No. Zone A is in Manitoba. Zone A and AA 
are in Manitoba. t 

Q. That is right—A. So Saskatchewan is zone B and zone C. 

Q. Yes. Will you continue?—A. Yes. Continuing: They have a number 
of intermediate wholesale transfer houses at intermediate points in both zones. 
The John Deere Plough Company has the head office at Regina, with branches 
at Saskatoon, North Battleford, Melfort, Weyburn and Swift Current. The 


288 STANDING COMMITTEE 


Cockshutt Plough Company have two main branches at Regina and Saskatoon, 

with sub-branches at Swift Current, North Battleford and Melfort, and with — 
a number of wholesale transfer points throughout the various territories. A 
small portion of the Yorkton district and a small portion of the Alameda district 
is in Winnipeg territory. Yorkton district is here (indicating) and that is the 
Cockshutt Plough Company. There is a small portion here (indicating) in the 
Winnipeg territory and a small portion of this south line in the Winnipeg 
territory which is serviced more adequately from the standpoint of railway 
accommodation than from Regina. The Massey-Harris Company have two- 
main branches, Regina and Saskatoon, with two large sub-branches at Yorkton 
and Swift Current, a combination agency and transfer point at North Battle- 
ford and Rosetown, and a number of wholesale transfer points distributed 
throughout the different zones to facilitate distribution. You will note in the 
map the relation between the points compared in North Dakota and Montana 
with the B and © zones in Saskatchewan. The prices of machines compared 
are listed according to B and C zones. The prices are increased in the C zone 
to offset extra freight and handling charges. In North Dakota prices are quoted 
in the tables at Minot, Crosby, Wolf Point, and Havre. Wolf Point and Havre 
prices compare with eastern C zone and Western C zone—and in Saskatchewan 
that is all the same price—while Crosby and Minot prices compare with B zone 
prices in Saskatchewan, and they are listed in that way in the table. So that 
when we are thinking of prices from Regina or east in the United States we must 
think of prices from Crosby or Minot; and when we are thinking of prices from 
Saskatoon, Swift Current, North Battleford or west, we must think of prices 
from Wolf Point and Havre, to get a reasonable comparison. For instance, 
an 8 foot binder at Weyburn, Saskatchewan, is sold by the International Har- 
vester Company on the one payment credit plan for $289. This price is the 
same throughout the B zone. The International Harvester Company sells the 
same binder in the C zone for $298, or an increase of $4. The same 8 foot binder 
at Minot, North Dakota, costs the farmer $257.20 and at Crosby, North Dakota, 
$257.60, a difference of 40 cents in freight between those two points, or in cost. 
These two prices would be comparable to the B zone prices in Saskatchewan, — 
with the binder approximately $31.80 cheaper in North Dakota than in Sas- 
katchewan. This same binder at Wolf Point, Montana, cost $266, an increase 
of $8.80 for freight and handling as it is taken west. At Assiniboia, Saskatchewan, 


directly north of Wolf Point, the same binder costs the Saskatchewan farmer - 


$293, or $27 more than the Montana farmer. At Havre, Montana, the same 
binder costs $276.90, which is $10.90 more than at Wolf Point, an increase 
apparently to offset freight and handling charges. Farmers in the Maple 


‘Creek or Consul, Saskatchewan, area which is down here (indicating) pay the — 


same price for the binder as those.in the Assiniboia area—that is, throughout 
this entire C zone (indicating) $293, which is $16.10 more than the farmers in 
the Havre, Montana, district pay. There seems to be a greater spread in price 
for freight and handling charges east and west in North Dakota and Montana 
than in Saskatchewan. The Montana dealer, however, does not calculate the 
freight accurately. 

For instance, at Havre, Montana, the freight rate from Chicago to Havre is 
$1.57 per hundred, while the prices of implements quoted me were calculated at 
$2 per hundred, the difference being used for handling charges at Havre. The 
same comparison is provided for a comprehensive list of implements in table — 
form in the appendix of this report, showing the prices for the John Deere Plow 
Company. At Wolf Point, Montana, I obtained prices on implements from the 
John Deere agent, and also the freight rates which he paid, and found that when 
calculating the remainder of the prices which I required from the 1936 price. 
list put out by Deere and Webber Company, Minneapolis, Minnesota, that his 
custom of pricing was based upon competition. with other companies, and not 
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particularly based upon the price list plus freight rates. Consequently there is 
a discrepancy between the figures in the table showing the prices of implements 
sold by the John Deere Plow Company and the comparative table to Canadian 
and United States implement prices for Wolf Point, Montana. You will note 
that the same general increases takes place from Minot to Havre with regard 
to the implements sold by the John Deere Plow Company, and that the difference 
in the B and C lists for Saskatchewan is considerably less, and yet the general 
prices of machines, such as the 8 foot binder, are higher in Saskatchewan. 
than in the United States in approximately the same proportion as those quoted 
by the International Harvester Company. 


Mr. Senn: Would you prefer that we ask no questions until the professor 
has finished? a 


The CHatrMan: I think perhaps it would be better to deal with our ques- 
tions then. I am afraid our examination will take too long otherwise. You 
might just write them down, if you will, Mr. Senn. . 


Witness: The prices of machinery through the different zones in Sas- 
katchewan vary somewhat from the retail list price with the different companies. 
_ The Massey-Harris Company ship all implements to their local agents from 
| either Regina, Saskatoon or some of their sub-branches or wholesale distributing 
points prepaid, consequently a farmer purchases any of the common farm 
F implements from his local dealer at the list price for the zone while he may 
_ be asked to pay freight from the nearest wholesale distributing point when 

purchasing from the other companies. 

I might just say that this is an important point in the distribution of farm 
machinery in Saskatchewan in that the companies have two methods; Massey- 
_ Harris, as I say, will send implements to all agencies all over the province 

prepaid. — | 

The CHarrMAN: Freight prepaid. 

Wrirness: Freight prepaid—while the other companies in order to meet 
this competition have an intricate system of wholesale terminal division from 
which the agent must transport the machines either by truck or by l.c.l. freight 

__ or by express and absorb that cost either through their commission or charge 
it to the farmer. 

For instance, the International Harvester Company have instructed through 
their local agents in the retail price list as follows:— 


| With the exception of hay presses, ensilage cutters, engines and 
e attachments, all prices named are the regular retail prices obtained in 
your territory, and you are not warranted in making any reduction there- 
} from; on the other hand, where increased freight costs are incurred, 
F prices should be increased in proportion. Hay presses, ensilage cutters, 
engines and attachments are priced on the basis of f.o.b. branch house. 
. Always add freight or have purchaser pay freight branch house to place 
. of delivery. 


ie ee a =» _* al’ ~~ = 


ere 


The same is true with the John Deere Plow Company, as outlined in their retail 
price list for 1936 as. follows:— 

Important: Retail prices herein given are made on the basis of f.o.b. 
{ branch house and the agent must protect himself as against freight or 
express charges. Always add freight or have purchaser pay freight from 
branch house to place of deliverey. 


4 The other companies such as the J. I. Case Company, the Minneapolis 
_ Moline and Oliver Hart Parr all follow the same policy of selling machinery 
_ f.o.b. the nearest branch house. The companies have, however, increased the 
number of wholesale transfer points throughout the province in an endeavour 

to reduce the local freight charges and also to distribute implements more 


; 
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widely throughout the province with somewhat less freight cost to their local 
agents. During the past few years when conditions have been difficult, the local 
agents have found that the farmer would not pay the extra freight charge, with 
the result that practically all local agents are absorbing the freight or trucking 
charge and selling at the retail list. 


I do not know whether the commission to the Massey agent is less than ~ 


that paid to agents of other companies in order to absorb the freight charges 
_ for distribution. Consequently as far as the farmer is concerned, the farmer 
at Assiniboia pays the same price for an 8 foot binder as the farmer at North 
Battleford, Prince Albert or Nipawin. In other words, the farmer at Assiniboia 
down here in the south (indicating) pays the same price for an 8 foot binder 
as the farmer in North Battleford (indicating), or the farmer in Prince Albert 
(indicating), or the farmer in Nipawin. That is what we wanted to find out, 
whether this comparison is uniformly true throughout the northern section 
of the province, and we found that it was. 


By Mr. Senn: 


Q. That is for the Massey-Harris Company?—A. That is for all of them. 


Witness: This is not true, however, in the case of tractors and heavy 


goods. The freight from the nearest branch is practically always added to the. 


list price. There are local exceptions, and where the dealer has a truck and is 
very anxious to make a sale he frequently delivers the tractor to the farmer’s 
yard at the list price. This, however, is at the discretion of the local dealer. 

With regard to the implements which are being sold in North Dakota, 
Montana and Saskatchewan, in many instances the same numbers are being 
used in the United States and in Canada. Generally the design, Weieu and 
quality of the implements are comparable. 

Now, gentlemen, the question was this: As we are comparing these imple- 
ments, or where the same implement in the United States is compared with the 
same implement in Canada, is there any definite difference in weight, design, 


‘material and quality of machine: and this section tends to deal with that 


operation. 


By the Charman: 


Q. What do you mean by the same number?—A. The factory list. number, 
and they were listed in the catalogues using the same number. 


Wirness: However, in the case of the heavy four furrow disc iene the ‘ 


plows quoted on in the United States by the John Deere Plow Company weigh 


2,326 pounds as compared to 2,292 pounds in Canada. The dise plow quoted: 
upon by the International Harvester Company weighed 1,890 pounds in the — 


United States and 1,983 in Canada, as far as I can see the plows are practically 
identical. The disc plow, however, has not been sold in this area.in North 
Dakota since the soil is a ‘chocolate loam type being plowed with a mouldboard 
plow. In other words, I asked for dise plow quotations and they gave me disc. 
plow quotations while they have never sold a plow of that type in that area. 
So far as this plow goes it was not typical. With regard to drills, the drill in 
the United States weighed 1,706 pounds as compared with 1,828 pounds in 
Saskatchewan, this difference apparently is in weight of material rather than 
any general change in design and is not of any oreat consequence. However, 
with the exception of some little variation in width of machine in the case of 
the one-way disc and in the case of the cultivator, the machines compared are 
quite the same. | 

The repair parts are also listed according to the same number—again J 
mean the entire list—and are in many instances identical. In the case of mowing 
machine knife heads, the forged knife head was ees sold in the United States 
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by the Rater adonnl Harvester Company while the malleable cast inl head 
was being sold in Canada. And that is the reason why $1.10, and 75 cents in 


- some instances, is the price in the United States as compared with 45 cents and 


50 cents in Canada. | 
With regard to binder canvasses it was found that competition in Venage 
has caused the lower price than in the United States. : 


By Mr. Graham: 
Q. That competition would come from where, Professor?—A. That com- 


petition would come from the mail order houses—Great West Saddlery, 


McLeod’s, Eatons, etc., throughout western Canada. 


Wirnnné: In ee competitive canvasses it was found that the can- 
vass apparently was of the same weight of duck but was not quite as long, was 
fitted with ash slats rather than oak, the buckles were caste rather than pressed 
steel; the straps were webbing of a lower gerade than the standard canvass sold 
by the implement companies, but. quite useable. The webbing ends were dipped. 


- In discussing the use of competitive canvasses with a number of Saskatchewan 


farmers I found that experiences varied. A number considered them equally 
satisfactory, while a few have been disappointed and had replaced the com- 
petitive canvasses with the regular. Now, in discussing the matter with the 
different companies, in order to meet competition they have reduced the com- 
mission to their agents on canvasses from 25 per cent to 15 per cent, and have 
reduced prices from $8.25, as you found in the United States throughout this 


- entire area, to $7.50, as you found in Canada, to meet that competition. 


With regard to the sources of supply. The International Harvester Com- 


~ pany in’ North Dakota and Montana obtain implements from Chicago, Mill- 


waukee and Minneapolis. Apparently some implements are shipped from 
Hamilton through Minneapolis, such as the large drills and field cultivators. 
The John Deere Plow Company ship implements from Minneapolis through 
the Deere Webber Company, and also from factories in Moline, Illinois; 
Waterloo, Iowa, Horicon, Wisconsin; and Syracuse, New York. Generally the 
implements are based on Minneapolis prices. 

Where implements are shipped from factories the freight rate varies some- 


what'as follows:— 


(Notre: There is a 4 cents per hundred emergency freight rate added to all 
shipments in Minnesota which is included in the freight rates following.) 
~ Minneapolis to Minot— 
70 cents per hundred for drills. 


76 cents per hundred for engines. 
$1.00 per hundred for tractors, binders, spreaders, harrows, plows, ete. 


The freight rate at Crosby it $1 per hundred for all implements; also at 
Williston, North Dakota. 

The agent at Wolf Point insisted that the freight rate on tillage machinery 
was 85 cents per hundred, and tractors 90 cents per hundred. This rate seems 
out of line with other rates obtained, and I find generally in enquiring at the 
freight offices for tariffs that at most North Dakota and Montana points the 
agent did not have the tariff and had to wire in for the tariff, so that 1 could 
not get confirmation between the implement company’s figures and the railway 
eompany’s figures in many instances. 


By Mr. McLean: 
Q. Did the railway agents not have the tariffs?—A. At some of these points 
such as Havre and Minot the agent had wired for tariffs for the implement 
company, and they had these tariffs and gave them to me at that time, but I 
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got all sorts of irregular figures from the agents at other pokes, On the whole 
they seemed to have nothing other than the l.c.l. rate, through rates are dealt 


with at ies and Mineapolis. 
By Mr. Senn: 


There would be a difference between the rate on carload lots and the 


da ald rie? Yes. 


Witness: The freight rate at Havre, 


Montana, was $1.11 per hanes 


for all implements except tractors, and $1.37 per hundred for tractors. A some- 
what similar freight rate exists for the International Harvester Company: 76 
cents per hundred from Minneapolis to Minot on tillage machinery; $1 per 
hundred on drills and haying and harvesting machinery from Chicago and 96 


cents per hundred on tractors, combines, 


and threshers. At Crosby, North 


Dakota, $1 per hundred is the rate taken on all machinery; at Williston, North 
Dakota, $1.30; at Wolf Point, $1.45, and at Havre, $1.57. However, the agent 
at Havre uses $2 as the freight charge on all implements. 

With regard to the source of ‘implements for Saskatchewan, the Inter- 
national Harvester Company manufacture practically all of their tillage and 
harvesting machinery at their Hamilton, Ontario, works, manufacturing tractors 


at the Chicago and Milwaukee works. 


The Regina branch manager advised me | 


that the John Deere Plow Company manufacture practically all of their tillage 
and harvesting machinery at the Welland, Ontario, works, manufacturing 


their tractors at the Waterloo, Iowa, works. 


Phe 1D Case Company manufac- 


ture the tillage and harvesting machinery at Rockford, Illinois, and tractors, 


threshers and combines at Racine, Wisconsin. 


The Massey-Harris Company 


manufacture their tillage machinery at Brantford; Ontario, their harvesting 
and general machinery at Toronto, and their tractors at Racine, Wisconsin. The 
Cockshutt Plow Company manufacture their tillage implements at Brantford 


and Smith Falls factories. 


With regard to Saskatchewan, freight rates are as follows:— 
The CHAatrMAN: Are these carload lots. 


Witness: Carload lots, yes. 


From 


Chicago, Ty). 

Milwaukee! corinne 
Hamilton (Ont. ates Oe 
Brantiord. °Onbe aes 
Waterloo, Iowa... 

Welland. ie 


Racine 
acon Stabe: he 
The freight rate for the ( Colist—— 
By Mr. Graham: 


To 


CODY Ta tee ee Ve 
PAs ates gc ke PAN toy ea a 
: "| Regina.. LT ge 
cope eg tamara e : 
ee EVOPITIA Hahn gu EAR eee hate 
be OTM oe Tokay ae ice 
ages 2 nate astra Ce Nd, PY MON ah oh 
‘ sReomay. ', 


Amount 
La ae | 


bet 
no 
No 


| 


(). That would be the all rail rate?—A. With regard to the International 
Harvester Company from Hamilton I understand there 1 is a combination rate— 


water and rail. 


(). But your figure is what?—A, My figure is the net cost to the agent at. 
Regina irrespective of what way it is shipped, and it must be the same. He has 
no all rail rate or all water rate—I mean, combination rate. I may say, gentle- 
men, the reason for taking these freight rates was to see whethereor not a — 
reasonable comparison for the North Dakota and Montanna area could be 
considered in relation to Regina and Saskatoon, or B and C rates. We find this 


whole list of freight rates tends to substantiate this point, that the rate to — 


Montana from Chicago as a source is less than Regina, but the rate to Wolf 
Point is practically the same and the rate to Havre is practically the same as 
obtained in the north. Now, that was the reason for obtaining freight rates, 
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because the freight rate to Havre, Montana, is $1.57—or $2 according to the 


| -agent’s practice—while the freight rate from Waterloo to Saskatoon is $1.40 


which is reasonably quite comparable; and the freight rate from Brantford, 
Ontario, to Saskatoon is $1.394, and the freight rate from Racine to Saskatoon 
is $1.49, and from the same point to Havre is $1.57, which really gets within the 
same range as far as freight rates are concerned. Freight rates apparently are 
reasonably comparable from manufacturers to their main wholesale distributing 
point, freight rates in northern and southern Saskatchewan compared with those 
to Havre, Montana. 


The freight rate for the C list in Saskatchewan is as follows:— 


From To Amount 
BORD Shea ei hdicy fase) ods Oula aa ee te. tO SKA BOON (0 005.c, aah ow Re Oe $1 49 
SPAWN COU neat Yl oie SS SESE ALOONU Sc eee ee 1 394 
Aiea gO. te a ee) TE? hy inane Jen ae am bad Som} ts Ane a 1-52 
DEV aCe. ciicdt bone Leap ces pndueee st Samia tou VMily ccc me ke, Way 

BRET OOS ali Fatih eens Mane ren SASMALOO CG Cl baie Ca aa oe 1 40 
Va reUlOOr fices kept: yk cma othe CAE LOL LODE cs Lect v mit eR in ook 1 44 
PA GTR OWE ints a mibuc ann wuhas sy DBABKALOON nia E Lay lu oot 1 393 
Bland Onto. Keener nee TIN Da thlerords fr cat ai 1 474 
Nnetandy Ontrwrecn spy cise hilo dts WEE LEONE) fie eatiuaas may! 1 394 
MEA OUlOLd OME ks een CNS e Sagkatoontcn hii ti uence 1 394 
ipraire Qrd. Onbes cmon cela ve a ON Battleford uc ttete 1 474 
EROPOMT Os OTibi try, erat ound Wak, Skea Hue ASIN BOL AIS Wt Se uma cles 1 36 
SERGE OT Ones nie wih mute tae ie, hee we PA BBET UDO TA uiaes felon eebe 1 36 
LHI EANOMRS . vata ui pe ir cay eet ieee Le A BRENNA DOULA esl oo es gai 
VU ONT Ae ron enue cee MRT AE LEA ceeran a aay kU Le Ny 136 
Hamilton-Fort William.. ..'.. .. ..Assiniboia.. . L'36 


Now, there is a point that I have not been able to straighten out. It is 
apparently a competitive rate between the Canadian National and the Canadian 
Pacific Railway on this new line from Saskatoon to Melfort, which is con- 
siderably less than the same distance direct from Saskatoon to the south. 


) By Mr. Donnelly: : 

Q. What distance is. it?—A. It is 180 some odd miles by rail here 
(indicating), and 100 some odd miles by rail here (indicating). 

Mr. McLean: It is 26 miles from Melfort and 46 miles from Prince Albert. 

Witness: Yes, 26 miles from Melfort. 

Mr. Donnetiy: It is more pronounced between Assiniboia and Weyburn. 

Witness: That is right, Weyburn in only 56 miles and that is more than 


100 miles. As I started this I was handicapped, I got into something that I 


could not finish, and it is merely suggested that the l.c.l. rates concerned there 
must be subject to some explanation. There is apparently a competitive l.c.l. 
rate. 
However, the freight rates apparently are reasonably comparable from the 
manufacturers to the main wholesale distributing points; freight rates in . 
northern Saskatchewan compare quite with those for the Havre, Montana, 
district. 

Where the l.c.l. freight rate is added to the list price of the implement, the 
prices of heavy machinery and tractors are frequently increased from $10 to 
$40 depending upon the length of the haul. L.c.l. rates on hauls which are 
frequently made in distribution are as follows:— 


From To Amount 
Weyburn... ety. oi, vw vaste sae, ~Assiniboia.:..... ,.56 eenta’ per hundred 
ORKALOOM i nf sak ew ve ek an fe ale ae Melfort)... ic). 126 cents’ per hundred 
Saskatoon.. .. .. .......... ....Prince Albert... 47 cents per hundred 
PAR RALORIE St aa bslel Sn: me Weteats, Verein CO MEOLVI leis, 5 tie ante 182 ‘cents, per hundred 
DOV ELON irae? fa eid cov ig danas teens MAGLVILIG: «uo ns, MoO RETA Her: bumdrad 


There is apparently a competitive l.c.l. freight rate and a competitive 
express rate in some parts of Saskatchewan where both the Canadian National 


_ and Canadian Pacific Railway lines are in the territory which gives the farmers 
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somewhat of an advantage over farmers in other districts. In a number of 
instances the express rate is the same as the l.c.l. rate. All farm machinery 
except engines is being carried second class, l.c.]. rate. : | 

Mr. Chairman, I found at Nipawin, for instance, that the express rate was 
the same as the l.cl. freight rate, and the express freight rate from Saskatoon © 
to Nipawin was considerably less than the express rate from Yorkton which 1s 
here Undicating) to Nipawin. The normal distribution was from Yorkton to 
Nipawin until this competitive rate came in, and it is very diffcult just to know 


how to explan it. 


By Mr. McLean: ah 

Q. What was the rate to Nipawin, have you got that off hand?—A. The 
express rate was $1.80 from Saskatoon to Nipawin and $2.45 from Yorkton to 
Nipawin, just as | remember from my notes. } 

Q. You have not the l.cl. rate?—A. No, that was competitive express, 
where they would haul heavy goods express at the l.c.l. rate. 

Q. And yet there is no direct connection between the two points?—A. Oh, 
yes, reasonably—since that new line from Saskatoon to Melfort and Tisdale 
and up to Nipawin was built. ; 

Q. One is the C.P.R. and the other C.N. There is no direct connection?— — 
A. No. The C.N. runs up through Armlee. 

Q. Yes, that is where the competition comes in?—A. Yes. | ‘ 

Q. But the C.P.R. line takes that express almost down to Yorkton and back 
again on the same line that takes the Yorkton express and for which they charge 
a higher price?—A. Yes, they take it away down to Sheeho and back up again. 

Wirness: With regard to the wholesale price from the manufacturer, we. 
are not able to obtain this data from them. The Massey-Harris and Cockshut 
Plow companies post the information in their price lists under the item “ Factory ~ 
Number” in the case of the Massey-Harris Company, and “ Spd ” abbreviation 
for “spread” in the case of the Cockshutt Plow Company. Consequently we 
‘did not have sufficient data for comment. fis 

With regard to sales tax, it is our understanding in Saskatchewan that no 
federal or provincial tax is levied on farm implements. The same is true in 
Montana. There is, however, a 2 per cent tax levied on implements in North 
Dakota and also an emergency 4 cents per hundred freight rate in Minnesota, _ 
added to all freight rates. This item has been included in the freight rates listed. 


By Mr, Graham: | 
Q. In quoting the North Dakota prices you have taken that into considera- 

tion?—A. Yes, in the North Dakota prices we have added the 2 per cent. | 
Q. Your quotation is actual——A. Our quotation is actual, with the 2 per 
cent added. : 3 
With regard to the efficiency of the comparative systems in the matter of | 
servicing and availability of repairs and replacements. The policy of the com-_ 
panies in North Dakota and Montana 1s to have experts available at Minot, 
Williston and Great Falls for general troubles which arise during the various | 
seasons. They are endeavouring to develop a local expert service from their 


local branches so that it will not be necessary to have experts travelling all over’ _ 


the country to meet the difficulties experienced with their machines. This has not 
as yet been realized. There is less need for experts with the present day — 
equipment and the advanced knowledge of the farmer of to-day than there 
was a number of years ago. In Saskatchewan there is a very complete system 
of expert servicemen available from practically all of the implement companies. 
These men are available for trouble work and in some cases for overhauling 
tractors and power equipment. The International Harvester Company in par-_ 
ticular maintain a tool service throughout all territories at the local distribut- _ 
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4 ing points where tools may be had for overhauling purposes. There is a 


tendency on the part of implement ‘companies to develop expert repairmen 
throughout the country so that in Saskatchewan it will not be necessary to main- 
tain a travelling expert service of this type. 

With regard to distribution and availability of repairs, apparently there are 
large stocks of repairs distributed east and west in North Dakota and Montana 
available at the local agent’s. Where parts are not available at the local agent’s 
the railway service and bus service makes delivery possible in a very short 
time from the wholesale distributing points. In Saskatchewan the larger 
machine companies have repairs distributed quite completely throughout the 
province into all local agent’s hands. 

There are two classes of repairs; cash repairs and consignment repairs, 
some belonging to the local agent and some to the companies. This arrange- 
ment has made possible the more complete distribution than where repairs are 
distributed entirely on a cash basis. In some localities, however, where the local 
agent is on a c.o.d. basis with the company, this is not true. The farmer, how- 
ever, can practically always obtain repairs for emergency breakdowns with a 


minimum of time delay. Some of the implement companies who have recently 


merged have not as yet a complete distribution system for repairs, but have, 
through the railways and bus lines, prompt delivery from Regina and Sas- 
katoon to the different parts of the province. . 

(7) With regard to the credit policy found in the different areas, there is a 
5 per cent discount below Chicago or Minneapolis list prices for cash in North 
Dakota and in Montana. A number of years ago the implements were sold out- 
right by the American companies to their agents, leaving the whole matter of 
credit in the hands of the agents. However, during the past number of years 
conditions in North Dakota and Montana have becn such that the agents could 
not continue in this way: consequently the implement companies have been 
handling the credit for their agents, and have practically operated on a consign- 
ment system. A great many of the agents could not carry stocks of machines at 
their agencies if they had to pay cash for them. In the event of time sales, the 
agent obtains a statement from the customer and submits it to the nearest branch 


* 


office for approval, after which the transaction is practically concluded by the 


branch office. 
Where implements are being purchased on time the list price on Chicago or 
Minneapolis is used plus the common accepted freight rate. The first payment 


at the time of delivery for the John Deere Plow Company is one-half cash. The 


policy varies apparently for the International Harvester Company from one- 
half cash to one-third cash according to the agents in the different localities. 
The International Harvester Company charge an interest rate of 6 per cent, on the 
unpaid balance for the first ten months, and an additional 5 per cent penalty on 
overdue accounts, while the John Deere Plow Company charge an interest rate 
of 7 per cent on all unpaid balances. 

In Saskatchewan the credit arrangements vary for the different companies. 
The International Harvester Company have a cash price; one-half cash on 
delivery and the balance October 1; one-half cash on delivery and the balance in 
two equal payments, October 1. You will note that all prices quoted in the 
implement. price tables attached, are classified according to the credit policy of 
the company. _ In the case of some areas where difficulty has been experienced in 
collection, such as the Assiniboia area, the International Harvester Company have 
ruled “ all cash ” with no credit. 

The John Deere Plow Company have two policies, one for general imple- 
ments, and one for tractors, threshers, combines, as follows:—— 

(1) Tractors, threshers, combines. 
1. Fall Pay— 


_ One-third of purchase price to be paid in cash at time of delivery. 
Balance of purchase price to be paid October 1, 1936. 
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This is quoting from their 1936 book. 
2. Falls’ Pay— 
One-third of purchase price to be paid in cash at time of delivery. 
Balance—one half due October 1, 1936. One half due October 1, 1987. 


3. Falls’ Pay— } 
One-third of purchase price to be paid in cash at time of delivery. 


Balance—One third due October 1, 1936. One third due October 1, 
1937. One third due October 1, 1938. 


Nore.—Combine settlements in Regina, Weyburn, Swift Current, 
Saskatoon, and North Battleford territories shall be made to mature on 
September 1, in place of October 1. 


The terms of sale for the Cockshutt Plow Company are quite similar, cash 
sales and time sales. 


Time sales: Where 40 per cent of the purchase price is less than $20, 
the minimum cash payment is to be not less than $20 on delivery of the 
article to the purchaser. | 

On time sales, 40 per cent cash must be paid on delivery of the 
implement to the purchased, balance October 1, 1936 (except on items 


otherwise ‘provided for in list) with interest at 7 per cent per annum from — 


date of sale to maturity and 8 per cent per annum after maturity until 
paid in Manitoba and 7 per cent per annum before and after maturity in 
Saskatchewan. 
Three fall pay terms may be granted on all items having a retail 
value of $300 or more on the one fall pay price by adding 3 per cent to the 
listed two fall pay price. 
Notes maturing beyond the dates specified will, if accepted, be dis- 
counted for such extended time at the rate of one per cent per month. 


By Mr. Senn: 


Q. You did not say whether the implements were sold in Saskatchewan on _— 


consignment or not; at least if you said it, I did not so understand it. Are they 
sold on consignment to the agent?—A. Yes, they are. Possibly I did not put 
that in. With regard to the arrangements between the wholesale companies and 


the agents in Saskatchewan the implements are sold on consignment; so that the | 


cash outlay by the local agent, except in the case of the Massey-Harris would be 
the freight charges from the distributing point to his local point, and then settle- 
ment is made after the implement is sold. 3 | 

Q. Is the same true of parts?—A. Parts are on a cash basis, with this 


exception, that agents in good standing with the companies have credit on spring - 


parts up to June, and up to September on summer parts, and harvesting parts. 
But to all intents and purposes, parts are cash. 
Q. Are agents required to keep a stock of parts?—A. No, the agents are 


not required to keep a stock of parts, but the companies, by law, are required 


to do so. 
Q. You have depots?—A. Yes. : 
Massey-Harris company have a cash on delivery price, and have time, one 
third cash on delivery and the balance in one payment, October Ist, or the 


balance in two equal payments, October Ist for each year. For tractors, com-_ 


bines, threshers, and power goods there is an all cash price, and half cash on 
delivery with the balance in one payment, one-third cash on’ delivery and two 
approximately equal payments, and one-third cash on delivery with three 
approximately equal payments; interest at the rate of 7 per cent. . 


The prices are increased by all of the companies for time payment over 
that of all cash, approximately five, seven and nine per cent. 
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By Mr. McLean: , 


Q. That is not a discount?—A. No—well it might be considered a discount 
for cash. 
Q. A discount would be smaller than 5, 7 and 9?—A. Yes. 


By Hon. Mr. Motherwell: 


Q. That has always prevailed?—A. Yes; but it appears in this way there 
are three prices, and they are all listed in the tables that are attached. First 


_ of all there is the cash price, and then half cash and one pay time. One pay time 


is approximately 5 per cent higher, listed, and two pay is approximately 7 per 
cent higher, and three pay is approximately 11 per cent higher on the list. 


By Mr. McLean: 

Q. Is it 11 or 9?—-A. Nine. And then there is interest on the unpaid 

balance. 
~Q. That would mean discount is really less than 5, 7 and 9?—A. Yes. 

The Minneapolis Moline is on an all cash basis. The Oliver Hart Parr is 
sellmg goods one-half cash with credit only extended where there is adequate 
collateral to pay the balance. All repairs are cash, both in the United States 
and Canada. ; 

(8) With regard to the fluctuation of prices during the past number of 
years, we found it very difficult to obtain prices in the United States from the 
local agents because of the orders which they have received from head office to 
destroy all old price lists and to use only the price list for the year in which 
they are doing business. However, we were discussing this matter with one 
agent who had been in business for a number of years and who happened to 


have a 1930 price list. 


_ (Nore: The following prices are according to Minneapolis list prices, less 
freight.) 


1923 ' 1930 1936 
Soot DInderwith). 47 Hebe oni eae SILO 00 $235 00 - $245 00 
20irum double: disc drill wath °47,F Eee ii es 218 00 246 75 
28 run power lift drill with tracto 
1 S974 RS i SRS I pee BT cP A AI A 329 00 BCL to 


By the Chairman; 


Q. These are Minneapolis prices?—A. These are Minneapolis list prices. 

Q. To which freight has to be added?—A. To which freight has to be 
added to make them applicable to any point. 

With regard to prices in Saskatchewan for the past number of years, prices 
have been obtained on a group of implements which are common to most 
Saskatchewan farmers from the International Harvester Company, the John 
Deere Plow Company, the Cockshutt Plow Company, and the Massey-Harris 
Company, and are tabulated in the appendix. Prices were complete from 1924 
to date on:— 3 

2 Furrow 14 inch gang plow with 4 horses evener. 

20 Run double dise drill with power lift and 4 horse hitch. 

14 foot wide disc harrow with 6 horse hitch. 

845 or 9 foot stiff tooth cultivator with 114 inch with shovels and 


6 horse hitch. 


5 foot heavy mowing machine. 
8 foot binder with carrier and tongue truck. 


These were grouped as typical machines to be compared throughout the 
years 1924 to 1936 inclusive. The cost of the machines for each year was 
tabled, and the average cost of the machines from the Cockshutt Plow, the 
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John Deere and International Harvester Companies were averaged to obtain 
the average cost of the implements in Saskatchewan. The index was obtained | 
by using the average of all of the years as the basis rather than for any one 
year. The data, Mr. Chairman and gentlemen— 


_ By Mr. Graham: 
Q. What do you call that?—A. It is chart No. 1. 
Q. Is it marked as such?—A. It is not. 


Q. You might mark it chart No. 1—A. Mr. Chairman and gentlemen, this 
is the only chart submitted. Taking the average of the prices throughout this 
period as zero or 100, you find prices dropped from 1924 to 1925, and then ran 
along up to 1929 practically parallel, and then dropped gradually to 1933 and 
1934. Mr. Chairman, in comparing this list with the chart presented by Dr. . 
Booth on the first day, I find that the curve agrees exactly with his last plotted 
point in 1934, but we have two points since 1934, one in 1930 which showed an 
increase in prices, and one in 1936 which also shows an increase in prices, which 
brings the price of 1936 very nearly to the average price throughout the entire 
period under study, which is being used as a base point. The prices in 1934 
were the same, after which they have gradually increased. There are also a 


number of improvements for the various machines listed in the tables which — 


tend to substantiate the claim that the general quality of farm machinery has 
been improved during the past number of years. In discussing the price varia-— 
tion during the past four or five years with implement companies they indicated 
that in 1929 and 1930 they found themselves with enormous inventories in the 
west and since that time have been endeavouring to sell the machinery. Ship- 
ments from the factories have been very light. A great variety of bargain sales 
have been offered throughout all of Saskatchewan during these years in order 
to reduce the stocks on hand. It will be noted, however, from the curves that 
not only the low farm prices have reduced the buying power of the farmer, but 
also the results of drought and rust in Saskatchewan have reduced the value of 
wheat sales per farm to such a point that it has been impossible for the farmer 
to maintain his machinery replacements and repairs to an efficient point. That is 
brought out generally by the relation of those two group curves, farm machinery 
prices through here, the average farm price per bushel of wheat in Saskatchewan, 
and then the value of wheat sales per farm in Saskatchewan, showing the years 
when crop failures and rust limited the volume of sales, along with the low 
prices, making a very, very low net return to the farmer, and making the 
oa spread between the cost of machinery and the buying power of the 
armer. | 


- With regard to the condition of farm equipment on the farm to-day, and the 
quality of the work being done by the farmers, generally speaking farmers in 
North Dakota and Montana and in Saskatchewan are trying to do their best 
with what they have on hand, and the majority of the farmers are reasonably 
content to make the best of their opportunities. The farmers in North Dakota — 
and Montana have received considerable aid from the A.A.A. during 1933, 1934 
and 1935, and are anticipating some assistance in 1936. 

With regard to the soil conservation scheme in the two states, revenues which 
they have had from these sources are undoubtedly in evidence in not only the 
condition of the machines observed in the field but by the presence of some 
new machinery. The area northwest of Minot has been hard hit over a period 
of years with drought and rust, and the farmers in this area are not in good con- 
dition financially, and yet most of them are optimistic as to the future. The 
younger men generally are more optimistic than their fathers. Practically all of 
these men have had help from the government to obtain their seed, and in some 
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cases feed and fuel. Only one man whom we interviewed in this area had been 
raising crops and paying his way. This is probably due to his superior manage- 
ment and vigour, but is indicative of the type of farmer, not only in North 
Dakota but throughout Montana and Saskatchewan, who in some small measure 
points the way toward permanent agriculture. 


In this area a few new tractors have been sold on a half-cash basis, but 
generally speaking the machinery was old—and I am speaking generally of the 
area in Northwestern North Dakota—being purchased from 8 to 20 years ago, 
and was not in particularly good repair. The quality of the work being done 
varied with the ability of the operator to adjust and operate the machines 
efficiently. On the whole the texture of the soil in this area—the soil being a 
chocolate clay loam—was particularly well conditioned for the use if implements 
which were in none too good repair. The quality of the work appeared to be 
reasonably good.. 

In Montana it was rather difficult to observe the work being done. The 
large wheat farmers in the Brockton area were continuing about as usual. They 
_ provide repairs, and usually have a well equipped shop for welding equipment 

so that all minor repairing can be done’on the farm. Their machinery was in 
good shape, and was being operated efficiently. This area, however, was practi- 
cally all hailed out last year, and was suffering from the loss so incurred. How- 
ever, in the smaller sections which were not hailed out some new equipment had 
been purchased. 

The wheat area around Scobie, Montana, south to the Indian Reserve 

compared quite favourably with the area immediately north in Saskatchewan. 
That would be from Assiniboia south. I drove right through that area, all the 
way to Wolf point, and had a splendid opportunity to check over the different 
equipment. There apparently was no more new equipment, and the machinery. 
used was in no better condition than I found in the Weyburn and Assiniboia 
districts. 
_ The farming along the irrigated sections of the Milk River was smaller and 
tended to be mixed so that accurate comparisons cannot be made. However, 
north of Havre a large wheat growing area extends to the Canadian border. 
That would be in the district. between Havre and Maple Creek. I was informed 
by the agents at Havre that practically no new implement business was done in 
this area. In driving through the area I found that drills and tractors varied 
from 6 to 10 years old. The farmers indicated that they had not had a good 
crop for years, the crop being practically dried out in that section in 1935. 
They were, however, preparing for the 1936 crop with anticipation, and had 
prepared the seed bed and were seeding in the best way possible to put in the 
crop efficiently. 

In the southwest portion of the province of Saskatchewan from Govanlock 
to Consul and Vidora the land is a heavy clay soil requiring considerable power 
for tillage. However the seed beds were well prepared. The machinery was 
generally old and in none too good repair, but was being used in the best way 
possible to put in the crop. From Swift Current to Rosetown there seemed to 
be more new machinery, which was accounted for by the fact that a reasonably 
good crop was had in this area in 1935. There were, however, a great many old 
machines in use. A great many of the farmers have purchased no new machinery 
since 1928, and feel that they will soon be forced to replace equipment which 
is beginning to be badly worn. The heavy clay soil in this area demands the 
application of more power and also machinery in better than average condition 
in order to do anywhere near satisfactory work. 
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In the northern part of the province through the area from Saskatoon to 


Prince Albert and Melfort where generally crops have been consistent, there 
seemed to be about the same reluctance on the part of the farmers in purchasing 
new equipment, In discussing the matter with them they felt that new machinery 
was too high for the returns which they could obtain for their products, and 


that they would be forced to use machinery which was in poor condition. There | 


are a great many drills from 10 to 15 years old in this area in operation. These 
drills are in a fairly good-state of repair. The binder is generally old but it has 
been maintained in a reasonable state of repair so that the grain will be properly 
cut and tied. The binders in Saskatchewan cut a large acreage annually per 


binder. The life of a binder should not be calculated in years but to acres; this: 


differs some with other machinery. With regard to the comparison of a binder 
we have felt that a comparison per acre rather than a comparison per year 1s 
a fair comparison, because our binders have to cut such an enormous number of 
acres. | 


By Mr. Perley: 
Q. Would not that apply to any implement?—A. It would not apply to 


haying machines because our haying areas are less. You can compare east and 


west haying machinery quite satisfactorily. 


By Mr. Thompson: 

Q. Would it not apply to a very great extent to the care that was taken 
of the machinery during the rest of the year?—A. Yes. on 

Q. Machines rust and rot away due to exposure more than from work?— 
A. There is a certain amount of truth in that; but in all of the surveys I have 
made, I have found this, particularly in Saskatchewan, that a great deal of the 
trouble with the binder in the things that wear out are materially caused by 
replaced in the plough and the dise are worn out— 

- Q. Through lack of oiling?—A. Lack of oiling, but it is not altogether the 
farmers’ fault as much as it is the inability properly to lubricate. I might say, 
Mr. Chairman, generally with regard to lubrication in some of these machines 
such as the binder and the drill, the Alemite pressure lubrication will undoubtedly 
reveal itself in the years to come in longer life of some of these parts. ; 


By Mr. Ward: 


poor lubrication, dirt and grit rather than use; but the things that have to be. 


Q. Is it not true that dry years cause machinery to wear out much more 


rapidly than in more moist years, as there is more dust flying around?—A. Yes, 
the dust itself is a direct result of the dry weather. | 


By Mr. Donnelly: 1 | oe 


Q. With a binder you are cutting lower?—A. Yes; you are trying to get 
everything; you are taking dirt, and stone, and other things along with it. 


In discussing the matter of repairs with farmers using combines, most of the 
farmers indicated that the repairs required to keep the machines in operation 
had not been excessive but in general repairs were considered high in price. 
Farmers in the Nipawin and Canora districts are operating smaller areas, 
land which has recently been cleaned from bush and broken, and which is par- 
ticularly severe on implements. The implements generally were not in to good 


condition in this area. Farmers complained that they had not had the usual good 


crops and did not have money for replacements or for repairs. 


_ In the Yorkton district the rust was particularly severe in 1935, reducing: 
the revenue from the wheat crop to nothing. The farmers in that area have 


[Professor A. E. Hardy.] 


AGRICULTURE AND COLONIZATION 303 


purchased only the minimum of repairs this year in order to operate the 


- machinery required to put in the crop. The quality of the work done through- 


out this area seemed to be good, and yet upon examination of the machines 
they were invariably worn and in none too good adjustment. 

The farmers in the Regina district south of Weyburn are also suffering 
from the loss of the crop in 19385, and from a series of dry years preceding 1935. 
There has been very little new machinery purchased in this area. JI examined 
drills which have been in use since 1914, and which were still being used 
because of the inability to purchase new drills. The majority of the equipment 
in this area was purchased from 1926 to 1980, and has been used ever since. The 
heavy clay soil of this area is again the type which demands power and machines 
in reasonably good condition to be operated efficiently. The farmers, while 
hopeful of a crop, cannot see where they would be able to purchase new equip- 
ment or repairs with the probable prices for the 1936 crop. 

Dr. William Allen, head of the Farm Management Department of the 
University of Saskatchewan has prepared a brief on the economic aspects of the 
situation relating to farm machinery and equipment in Saskatchewan which 


deals quite definitely with the ability of the farmer to pay the farm machinery 


indebtedness which has accumulated during the past number of years, and to 
repair and replace his machinery up to an efficient operating standard. 

I wish, Mr. Chairman, to refer to Dr. Allen’s brief and read a few sections 
which will bring that point out to substantiate the points which I made. I 
may say, Mr. Chairman, that his entire brief with tables is being included as 
a part of this presentation, and will be included in the record for your reference. 
However, rather than read the entire brief, I shall take sections and read them:— 


- The significance of machinery and equipment to Saskatchewan 
farmers. 

The extensive nature of the agriculture of the province of 
Saskatchewan calls for considerable machinery and equipment for field 
operations. The census reports contain estimates of the values of these 
forms of farm capital for each census year, which have been presented 
in table 2. During the 20 years from 1911 to 1931, the farm machinery 
and equipment of the province more than trebled in value, and the value 
‘per farm increased from $606 to $1,359. On the basis of the acre of 
improved land, this increase in value was from $4.85 in 1911 to $7.06 in 
1921, then dropping to $5.53 in 1931. On the basis of machinery and 
equipment value per acre of wheat, the value in 1911 was $10.95 and 
increased to $12.34 in 1931. In 1911, the value of machinery and equip- 
ment was 6-9 per cent of the total farm capital, whereas in 1931 the 
proportion was increased to 14-6 per cent. 

The observations made regarding the condition of farm equipment 
of all kinds in Saskatchewan by investigators from the University, indicate 
the heavy deterioration of the past five years. There are some Saskat- 
chewan farms on which farm buildings and equipment have been well 
maintained, but these are all too few, and are by no means representative. 
It would appear from this research that at least 138 per cent of the value 
of farm equipment and machinery must be invested on the average per 
year to keep farm equipment in a satisfactory working condition, and 
provide for replacements as they are needed. Since 1929, our records 
indicate expenditures amounting to only 6 per cent per year. On the 
basis of these estimates, there has been a cumulative deterioration of 
about 49 per cent of the value of the machinery and equipment as of 
1929. If we assume the machinery and equipment represented by the 
estimate reported in the census of 1931 to be adequate and appropriate 
for Saskatchewan farms, the cumulative deficiency since that date would 
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amount to about 35 per cent of the 1931 value of 186 millions of dollars. 
On this basis, the amount required for expenditures to bring farm equip- 
ment and machinery back to the 1931 standard, would be approximately 
65 millions of dollars, or about $475 per farm. Whether or not it be 
assumed that this amount is necessary to put farm machinery and 
equipment into satisfactory workable shape, it is quite apparent to all 
informed persons that such investments are far from possible, for 
revenues of most Saskatchewan farmers have been inadequate to cover 
operating expenses for the last five years, debts have increased, and 
nearly all forms of farm capital have suffered heavy deterioration. 


Dr. Allen comments on farm indebtedness as follows:— 


No statement relating to the economics of Saskatchewan farming 
would be complete without reference to the indebtedness of farmers, and 
the increase in the burden of debt during recent years. Studies of 1,364 
farm business reports representing nine different areas and types were 
made in 1932, 1933 and 1934 in a program investigating farm indebtedness 
and financial progress of farmers. On these farms were over seven hundred 
thousand acres of land, of which about four hundred and eighty thousand 
were improved and used for crops and fallow. The average indebtedness 
of the farm operators per acre of improved land for all classes of farms 
at the time of the interviews was $14.85. The debt per farm averaged 
$5,252. About 70 per cent of this debt related to farm real estate, 
either as mortgages or on agreements of sale, and about 6 per cent to 
farm machinery and equipment. During the two years preceding the 
studies, the average indebtedness had increased by amounts ranging from 
about 10 to 20 per cent per year. Taxes have remained unpaid and 
relief has been provided on a large scale over an extensive area to permit 


farming operations to continue. These conditions have been so much in - 


evidence that no detailed reports are necessary in this connection. 


Since 1930 detailed information concerning classes of debts has been 
collected on all farm business surveys made by the University of Saskat- 
chewan. Data from reports have been assembled to indicate the situation 
of the province in this respect. The indebtedness reported in each area 
relates to the time of the study. 


No significant reductions have been made in this class of debt since 


1930, and the amounts shown may be considered as rather below the | 


actual debt now outstanding. Concessions of many kinds have been 
made by creditors to encourage payments of obligations, but lack of 
revenues have made such offers generally ineffective. ; 


To show the seriousness of the situation even under normal conditions, 


the average farm price of wheat from 1925 to 1935 has been taken for 


the province, and also the average sales of wheat per acre from 1910 


to 1935, to indicate what would be required in bushels of wheat and in 


acres of wheat to take care of this class of debt. This information 
appears in table 6, page 14. ¥ 

With averages as indicated, and indebtedness for machinery as 
presented at the times of the survey, the amount of wheat required to 
settle this debt in 371 bushels per farm, or 27 acres of wheat. Unfortu- 
nately for Saskatchewan and Canada generally, the farm price of wheat 
has barely exceeded sixty cents per bushel for any crop since 1930, and 
for 1930 to 1934, has been considerably less, and during these years, 
there has been relatively little wheat for sale, consequently the actual 
requirements in terms of bushels of wheat and acres of wheat would be 
much greater than these figures indicate. 
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. It was from Dr. Allen’s figures that we plotted the farm revenues as to the 
farmers’ ability to pay. 

In conclusion the condition of agriculture in the Prairie Provinces is 
one of the most: important factors in the economic life of Canada, and 
vitally associated with the welfare of the Dominion as a whole. The 
prosperity of agriculture in western Canada is dependent on the wheat 
crop, its physical production, and the amount for which it sells at the local 
shipping points. Because of the magnitude of the difficulties confronting 
Saskatchewan agriculture, the return of prosperity will come slowly, and 
any additional burdens will seriously impair the chances of recovery and 
make current problems more difficult. That the problem of recovery of 
Saskatchewan agriculture is made more difficult by the increased prices of 

farm machinery and equipment is beyond question. Poor equipment is 
necessarily associated with inferior work and inefficient operations, which 
in turn, are associated with low yields and high costs of production per 
unit. These conditions are reflected in reductions in the amounts available 
for expenditure by farmers for all classes of goods and services. * | 

The purpose of this discussion is to present important current facts 
about Saskatchewan agriculture, with which the Department of Farm 
Management of the University of Saskatchewan is definitely and inti- 
mately associated, rather than review the economics of the production and 
distribution of farm machinery and equipment, which may be considered 
more expertly by those having adequate qualifications for the task. The 
products of our Canadian plants may or may not be produced efficiently 
from the point of view of the industry, but it is felt that they have not 
been too well adapted to the conditions of western Canadian agriculture. 

7 It is respectfully suggested that profitable examination might be made of 
the questions of machine design, construction, distribution, servicing, sales 
policy, both domestic and export, credit and collection from the point of 
view of meeting better the needs of the Canadian farmers to be served by 
the industry. The history of the prices of machinery and equipment is 
being presented by others, and does not form part of this presentation. 
From this survey of agricultural conditions, and recognizing the very high 
levels of prices which have long been maintained for farm machinery and 
equipment, it seems extremely difficult to justify a business policy which 
raises these prices still higher at such an inopportune time. 


Mr. Grauam: Before you sit down, I would like you and the chairman to 
consider the tables which accompany the statement of Dr. Hardy. There are 
certain tables concerning Canadian and United States implement prices based 
on specified prices which the committee has selected and also prices with regard 
to repairs. There are a number of tables giving the John Deere Plow company, 
the International Harvester company, the Massey-Harris company and the 
Cockshutt Plow company. I suggest that the committee might consider putting 
into the records a digest of the comparative prices in tables 1, 2 and 3, and having 
the more detailed tables filed for the purpose of being part of the records of the 
committee. 


The Cuarrman: If you have looked over them and think they ‘are sufficient 
to have in this digest, very well. 


Mr. Grauam: Perhaps Professor Hardy might give a resume or digest for 
the benefit of the committee, and the committee can decide whether it wants all 
the information included. 
? Witness: In that connection, undoubtedly we have prepared a greater list 
| than is necessary in order to make a reasonable comparison of prices. We have 
; two lists. One list was suggested to us through your counsel, Mr. Graham, and 
it includes a large number of machines of various types, and it makes up a very 
voluminous report. | 
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Mr. Grauam: I notice, Dr. Hardy, in your detailed list that you give a very , 


comprehensive description of the equipment of the implement itself. 

Wirness: Yes; and in the detailed list, in order to place before you the com- 
parativeness of the machine, we have taken the list of equipment and the detailed 
description of the machine in both cases—the machine in Canada and the 
machine in the United States without observing what the machine can be judged 


from the specifications. In the other list, which we use for more abbreviated use, _ 
while the machines are comparable the specifications are not listed in the table, 


and we have the prices of those machines carried through in the two tables for 
Saskatchewan at the different points and for Montana and North Dakota. We 
have placed the repair prices on one sheet—the repair prices from the four com- 
panies being considered generally in Saskatchewan. and the International and 
John Deere companies in the United States, and the machine house at Minot. 


Statement of Dr. Allen follows. 


ECONOMIC ASPECTS OF THE SITUATION RELATING TO FARM — 


MACHINERY AND EQUIPMENT IN SASKATCHEWAN 


OTATEMENT PREPARED BY THE FARM MANAGEMENT DEPARTMENT OF THE UNIVERSITY 
or SASKATCHEWAN FOR THE MINISTER OF AGRICULTURE OF THE PROVINCE 


Introduction 
The settlement of the agricultural area of Saskatchewan proceeded rapidly 


following the opening of the present century, and wheat production soon became ~ 
the most important farm enterprise. Approximately two-thirds of all the 


improved land in farms is used for wheat and summerfallow each year. From 
sales of wheat have come most of the revenues obtained since settlement, and it 
is from wheat growing that the bulk of the farm revenues must be derived for 
many years to come. ; 
_ Since 1911 the population of the province has practically doubled, as has 
the area in occupied farms, although the number of farms increased by only 44 
per sent. Farms have increased in size, in the amount of improved land they 
contained and in the average acreage used for wheat production. | 
Livestock increased with the development of the province, but the average 
numbers per farm of the important classes of farm animals have shown relatively 
little change since 1916. With the increase in the acreage of improved land 
per farm, the numbers of horses per 100 acres cultivated have decreased some- 


what, and the same tendency appears to be indicated for cattle by the reports _ 


of the Federal Census. Other classes of animals have minor importance, and 
are kept primarily for household requirements, but do furnish supplementary 
revenues from sales of surpluses. 3 

Data from the report of 1931 Census of Saskatchewan have been assembled 
in Table 1 to summarize developments in agriculture since 1911. 


[Professor E. A. Hardy.] 


‘ 


AGRICULTURE AND COLONIZATION 305 


TABLE 1.—Statistics Relating to the Development of Saskatchewan Agriculture—1911-1931 


le 1911 1921 1926 1931 
Bee MeeaTi CASES pola men ant Ob RG co abet. Sly 492,432 757, 510 820, 738 921,785 
OP ete PewGrittaw es hci oe ho 5 eC UR ee, ay Bae a iitese 71-1 70-4 68-4 
ANTS OO CUDIOC ee tee vrais Pe ce at uae at ota 95,013 119, 451 117, 781 136, 472 
resin fardiss O00 s ACres) i's [es ee Meio ere 28, 099 44,028 45,945 55,673 
5. Ateaumproved, (0000's acres)cc). os. s cea ae, 11,872 29,081 27,714 33, 549 
6. Acreage of crops (000’s acres).............. eae Dale 9,137 17,822 19, 559 22 °126 
POV ERR DOOR AG LOS yi iS ONy nwo alse aa omy ogy eae 5, 256 11, 684 13, 558 15, 026 
8. Summerfallow (000’s acres)......... TEN a 8 CER aa 5,908 5,678 T2109 
AVERAGES PER FARM 
Bh 1 VR TCLOR Dare ely Giiks coy eed cies eines o wean NGG? 296 368 390 408 
ME AMET EO VE AGRER) yrds ne ea ded 0 cpoPenvaaote bee mgm 125 20 fe eoa 246 
Biel TODS MACTCR ME i icsailac be} chelme Rien sie ye eee weal 95 149 166 162 
Das Ve BR AETR Rau ir 6 lake Hae STA Gale aM sen e Ummm 54 98 115 . 110 
Pe a ALE AIA AVA CTIOG) coi Via alii ater ei oo wee aR [ee a ier 4g 48 53 
BAe PLOT EGS MUNIN ey eth ein ade oath nh ise e ace anegace 5-3 9-2 9-5 7-4 
PME Ee MIVA DOE Haste liable Neee se urate hirer 6-7 11-0- 10-1 8-8 
THES WRATIO LARIBIMU TORN pts tices’ Ric cae St ea as Sa wa tcrat 3:0 3:6 5-1 7-0 
AVERAGES PER 100 AcrES oF IMpRovED LAND 

ee CUTS TECTOR. Sic.) 2 oli oetelmetid lieitce ss oro mre a raylene 77:0 vi ty. 70-6 66:0 
PB NGAT ACTOR ws 66 Sah ee tn a berks BS ec 44-3 46-7 48-9 44-8 
PDs AAD ITAHO WE MECTORG Ge. Wy aah Wl ibva! dioltlecs (abel alae ene eG ale yblalwiels 23:3 20-4 21-5 
TAG ECP RE ULI DOES fe oo saiue le wars Sais ike ata Bee 4-3 4-4 4-] 3-0 
RN WIA PGLOE TIATTTLLIONY, vost tea ia ke eal lean vee eet ek cielo en eekees 5:3 5-2 4-3 3-6 
De ee STIL UNCERTAIN E hy eset Ny Salhi ahan'otn' obey ih baal, ines o's rere 2-4 1:7 2:2 2-9 
tee TICE TOTNIOL fit ee Oe in, s, cea mise lte irre ene 1:0 0-8 0-6 0:8 


Lines 1 to 5, Census of Saskatchewan, 1931, P. XI, Table I. 

Lines 6 and 7, Census of Saskatchewan, 1931, P. 8, Table 7. 

Lines 8, 13 and 19, Reports of Secretary of Statistics of Saskatchewan. 
Lines 9 and 10, Census of Saskatchewan, 1931, P. XI, Table I. 

Lines 11 and 12, Census of Saskatchewan, 1931, P. XX VII, Table X XVI. 
Lines 14 to 16, Census of Saskatchewan, 1931, P. XLI, Table XLV. 

Lines 17 and 18, Census of Saskatchewan, 1931, P. XXVIII, Table X XVII. 
Lines 20 to 23, Census of Saskatchewan, 1931, P. XLI, Table XLVII. 


The Significance of Machinery and Equipment to Saskatchewan Farmers 


The extensive nature of the agriculture of the Province of Saskatchewan 
calls for considerable machinery and equipment for field operations. The census 
reports contain estimates of the values of these forms of farm capital for each 
census year, which have been presented in Table 2. During the 20 years from 
1911 to 1931, the farm machinery and equipment of the province more than 
trebled in value, and the value per farm increased from $606 to $1,359. On 
the basis of the acre of improved land, this increase in value was from $4.85 
in 1911 to $7.06 in 1921, then dropping to $5.53 in 1931. On the basis of 
machinery and equipment value per acre of wheat, the value in 1911 was $10.95, 
and increased to $12.34 in 1931. In 1911, the value of machinery and equipment 
was 6-9 per cent of the total farm capital, whereas in 1931 the proportion was 
increased to 14:6 per cent. 3 
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Tap_e 2*—Value of Implements and Machinery on Saskatchewan Farms, 1901-1931 


Total Total Imple- 


Les TON Average | Average | Average farm ments and 
Census No. of Saskat- Average | per acre | per acre | per acre capital machinery 
year occupied chewan per in of of in as a 
farms in farm farms |improved| wheat |. millions percentage 
millions land of of total 
of dollars : : dollars capital ~ 
$ = Jets: $ > wetsal: S-7CtS.). abe CS: $2 ets: 

POO Drea geo: 13,445 3 88 289 LOL 3 46 7.97 44 46 8-7 
OT cs 95,013 57 54 606 2 05 A 85 10 95 832 81 6-9 
POLO Hees 104, 006 88 94 855 2 42 A 53 9 85 1,108 47-15 8-0 
USDA Resa a 119,451 176 68 1,479 4 01 7 06 15°12 1,650 07 10-7 
1LOZG eh: 117, 781 169 53 1,439 3 69 6 11 12 50 1,343 36 12-6 
TO GRA 2 136, 472 185. 51 1,359 Doe 5) pe 12 34 1,272 66 14-6 


*Data taken from 1931 Census of Saskatchewan, chiefly from P. 7, Table 5. 


Recent Aspects of the Significance of Farm Machinery and Equpment for 
Saskatchewan Farms 


The farm business studies of the Department of Farm Management of the 
University of Saskatchewan have provided considerable information relating to 
the place of farm machinery and equipment on Saskatchewan farms. The areas 
included in these studies have been selected to provide data which may be con- 
sidered representative of the agriculture of the province. Extracts have been 
taken from the reports of these investigations to furnish the summaries presented 
in this section of the discussion. 


Farm Organzation and Revenues from Farm Products 


The first summary of the farm management studies relates to fain organi- 
zation, and revenues from farm products. From the 19 groups of farms studied 
during the last ten years, which included about 2,500 businesses of all types 
and in all seasons, 78 per cent of the total farm revenue obtained from sales of 
farm crops, animals and animal products, came from wheat, 9 per cent from 
other cereals, and the remaining 13 per cent from animals and animal products. 
Some farmers derive additional revenue from threshing operations and work 
away from the farm of miscellaneous character, but much of this is paid for 
by other farmers and the net effect for the group is not significant. When 
Saskatchewan wheat crops fail, it is not usual for other crops to be more success- 
ful in physical production, or in financial returns. | 

Table 3, page 5, summarizes information relating to the revenues from 
sales of farm products on farms of the studies conducted by the Farm Manage- } 
ment Department of the University of Saskatchewan. 


Outlays on Farm Machinery and Equipment 


Accurate information relating to the expenditures made by Saskatchewan 
farmers for machinery and equipment is not readily available. Few farmers 
keep satisfactory records of their business transactions, and when asked for — 
estimates of outlays for repairs for any year, are inclined to underestimate the 
amounts. In the studies of Saskatchewan farm business, estimates of the costs 
of machinery and equipment purchased and of the outlays for repairs have 
been obtained. The values of the machinery and equipment at the time of the 
study were also reported. These items have been assembled in Table 4, page 7, 
and related to the total farm acreage, the acreage of improved land used for 
erops and summer-follow, and the acreage of wheat. 
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The values of the machinery and equipment and the expenditures made for 
repairs and replacements vary markedly with the district and the year of the 
study. For the various studies made from 1926 to 1934, inclusive, the simple | 
average of the estimated values of farm machinery by districts for the 19 studies — 
was $2,161 per farm, $5.23 per acre of cropland, and $11.29 per acre of wheat. 
The estimates for 1931 appearing in the census reports, presented on page 3 of 
this discussion, are $1,359 per farm, $5.53 per acre of improved land, and $12.34. 
per acre of wheat. For 1926 the estimates presented by the census are somewhat 
higher. As farmers of Saskatchewan had been running into financial difficulties 
from 1928 on, it is not unreasonable to assume that machinery and equipment 
on the farms in 1931 when the census was taken did not exceed the actual require- 
ments of the farmers of the province. : : 

There are several ways of appraising the needs of farmers for machinery 
and equipment, but probably the most satisfactory way is to investigate what 
the farmers themselves have decided to acquire and consider that their collective 
opinion represents a fair approximation of what is necessary. Methods of farm- 
ing are being modified as knowledge increases and as conditions change, conse- 
quently the kinds of machines and equipment on farms will also be changed to 
fit the conditions which prevail. The function of farm machinery is to co-operate 
with all the other factors of production to produce efficiently the farm products 
for which the areas are adapted naturally and economically. Obstacles to the 
use of effective machinery and equipment constitute a handicap to those suffermg 
the restriction and favour those competing with them who can utilize such aids. 


[Professor E. A. Hardy.] 
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On the basis of the experience of the farmers included in the 54 studies of 
the University of Saskatchewan from 1926 to 1934, the unweighted average 
value of the machinery and equipment of the districts studied is $2,161 per 
farm. The expenditures for purchasing machinery and equipment for each year 
of study averaged $219 per farm, and for repairs, $60 per farm. For the whole 
period, about 18 per cent of the estimated value of the machinery and equip- 
ment went for replacements and maintenance per year. For groups included 
in the studies prior to 1931, expenditures for replacements and repairs during 
the average twelve-month period amounted to 17-1 per cent of the total value 
of machinery and equipment. For studies from 1932 to 1934 inclusive, expendi- 
tures for repairs and replacements have been very limited and amiount to only 
5-9 per cent of the total value of this class of farm capital per year. 


Condition of Farm Machinery and Equipment 

The observations made regarding the condition of farm equipment of all 
kinds in Saskatchewan by investigators from the university indicate the heavy 
deterioration of the past five years. There are some Saskatchewan farms on 
which farm buildings and equipment have been well maintained, but these are 
all too few, and are by no means representative. It would appear from this 
research that at least 13 per cent of the value of farm equipment and machinery 
must be invested on the average per year to keep farm equipment in a satis- 
factory working condition and provide for replacements as they are needed. 
Since 1929 our records indicate expenditures amounting to only 6 per cent per 


year. On the basis of these estimates there has been a cumulative deterioration. 


of about 49 per cent of the value of the machinery and equipment as of 1929. 
If we assume the machinery and equipment represented by the estimate reported 
in the census of 1931 to be adequate and appropriate for Saskatchewan farms, 


the cumulative deficiency since that date would amount to about 35 per cent, 


of the 1931 value of 186 millions of dollars. On this basis the amount required 
for expenditures to bring farm equipment and machinery back to the 1931 
standard would be approximately 65 millions of dollars, or about $475 per farm. 
Whether or not it be assumed that this amount is necessary to put farm machin- 
ery and equipment into satisfactory workable shape, it is quite apparent to all 
informed persons that such investments are far from possible, for revenues of 
most Saskatchewan farmers have been inadequate to cover operating expenses 
for the last five years, debts have increased, and nearly all forms of farm capital 
have suffered heavy deterioration. . 


Revenues of Saskatchewan Farmers 


One of the quickest methods of studying the situation of the Saskatchewan | 


farmer is the examination of official statistics relating to the production and value 
of the wheat crop. In table 5, page 10, summaries are presented for 5-year 
periods from 1918 to 1932 showing the average acreages, yields and farm values 
of the wheat crops for Canada as a whole, for the Prairie Provinces, and for 
each of the provinces. In addition, corresponding figures are presented for the 
average of the three years 1933 to 1935. ae 
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- Tasie 5.—Summary of Statistics of Wheat Production in Canada 
Five-year Averages (Thousands) 


Value of 
Total Bushels Total Value per wheat 
—. Acreage yield, per acre value, |—-—————_________|_ sold per 
bushels dollars Bushel Acre acre 
$ ets. $- cts. $ cts. 

CANAD A— 

1913 to 1922 52...%... 1°20; 079-2 269, 233-9 1Gs50%3) 3869, 822-4 iL sive 18 42 16 28 

LOZS LOCO 2 eran 22,017°5 403, 714:3 18-3 409, 021-1 1 O1 18 58 16 88 

OZS COM OB? oe ie 25, 531-0 408, 351-4 16-0 245, 659-6 0 60 9 62 8 65 

1933 to 1935..........] 24,697-0 | 278,360-0 11-3 158,815-0 0 57 6 43 5° be 
Tora, PRAIRIES— © 

LOIS TO AGZ2. coisa. 2 4 AS 824-3 243, 882-2 12-9 323, 738-4 133 ie 20 15 24 

LOZ SEO O Dihien asses te oe 20, 987-3 378, 067-3 18-0 Blanes 1 00 17 98 16 38 

1928 't0. 1932) 2. 4 2) 1 24,.649°8 386, 668-6 15:7 226, 628-0 0 59 9 19 8 32 

OBS tO N08 FH hl 23,922-0 262,101-0 10:9 146, 240-0 0 56 6 11 5 30 
MANITOBA— 

T9tS 66 19222 ow. oy 3508943 45,162-7 14-8 70, 353-0 1 56 20545 20 84 

4923 GO-192 7. er it eh 2381-8 37, 759-6 16°3 40, 067-6 1 06 ices 15 59 

TOP SO MOS 2 aeee crease 2, 524-3 39, 052-0 15-5 25, 678-6 0 66 10 17 9 18 

TOs a bO) L950 eo Ot" 5, 2, 552-0 30, 755-0 12-05 18, 125-0 0 59 7 10 6 22 
SASKATCHE W AN— 

LOUS*t0'1922 vices: 1157-3 146, 757-9 Seg 184, 746-0 1 26 16 56 14 68 

PODS TOMLODT se oak! oo. 12,974-1 222,431-7 17-1 222,761-8 1 00 LOELS 15 50 

LOZS 70 19S2o. Se si 14 613-2 204, 589-2 14-0 124, 160-8 0 61 8 50 7 61 

1953-t0 193523 2. Se 5 13, 737-0 125, 735-0 9-1 70, 275-0 0 56 Lssas 4 28 
ALBERTA— 

OMS SbOLIOZ 2B ee oor: 4,627-7 51,961-6 11-2 68, 639-4 isos 14 83 12 84 

1925 to.1927. .oae7..3.) 5; 701-4 117,876-0 20-7 114, 428-4 0 97 20 07 18 60 

ROLE DOsLUOS. vehi ue Senko So 143, 027-4 19-0 76, 788-6 0 54 10 22 9 32 

L983 7tORL 98a: cet: 7, 633-0 105, 611-0 13:8 57, 840-0 0 55 7 58 6 79 


OO OO eee 


Data taken from Official Sources—Canada Year Books and Monthly Bulletins of Agricultural Sta- 
tistics. 


These figures need little comment. Since 1928, returns from sales of wheat 
per acre for Saskatchewan have averaged about $6.35. From 1932 to 1935 the 
average receipts from wheat sales averaged only $4.28 per acre. In many areas, 
no crops have been available for sale for three or more years in succession. The 
condition in Saskatchewan has been more critical than in the neighbouring 
provinces. 


Farm Indebtedness . 


No statement relating to the economics of Saskatchewan farming would be 
complete without reference to the indebtedness of farmers, and the increase in 
the burden of debt during recent years. Studies of 1,364 farm business reports 
representing 9 different areas and types were made in 1932, 1933 and 1934 in a 
program investigating farm indebtedness and financial progress of farmers. On 
these farms were over seven hundred thousand acres of land, of which about 
four hundred and eighty thousand were improved and used for .crops and 
fallow. The average indebtedness of the farm operators per acre of improved 
land for all classes of farms at the time of the interviews was $14.85. The debt 
per farm averaged $5,252. About 70 per cent of this debt related to farm real 
estate, either as mortgages or on agreements of sale, and about 6 per cent to 
farm machinery and equipment. During the two years preceding the studies, 
the average indebtedness had increased by amounts ranging from about 10 to 
20 per cent per year. Taxes have remained unpaid and relief has been provided 
on a large scale over an extensive area to permit farming operations to con- 
tinue. These conditions have been so much in evidence that no detailed reports 
are necessary in this connection. 
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Indebtedness Related to Farm Machinery and Equipment oe ea 
Since 1930 detailed information concerning classes of debts has been col- 

lected on all farm business surveys made by the University of Saskatchewan. 

Data from reports have been assembled to indicate the situation of the province 


in this respect. The indebtedness reported in each area relates to the time of © 
the study. No significant reductions have been made in this class of debt since 


1930, and the amounts shown may be considered as rather below the actual 
debt now outstanding. Concessions of many kinds have been made by creditors 
to encourage payments of obligations, but lack of revenues have made such 
offers generally ineffective. 
To show the seriousness of the situation even under normal conditions, the 
average farm price of wheat from 1925 to 1935 has been taken for the province, 
and also the average sales of wheat per acre from 1910 to 1935, to indicate 


what would be required in bushels of wheat and in acres of wheat to take care 


of this class of debt. This information appears in Table 6, Page 14. 

With averages as indicated, and indebtedness for machinery as presented 
at the times of the survey, the amount of wheat required to settle this debt is 
371 bushels per farm, or 27 acres of wheat. Unfortunately for Saskatchewan 


and Canada generally, the farm price of wheat has barely exceeded sixty cents 


per bushel for any crop since 1930, and for 1930 to 1934, has been considerably 
less, and during these years, there has been relatively little wheat for sale, 
consequently the actual requirements in terms of bushels of wheat and acres of 
wheat would be much greater than these figures indicate. | 


Taste 6.—Statement of Average Farm Indebtedness for Machinery and Equipment at times of Surveys, 
and Calculations of this Debt per Acre of Cropland and per acre of wheat and (1) bushels of wheat, 
and (2) Acres of wheat required to meet this Debt. 


ee SSeS SSS oo 


Average | Machin- | Machin- Required to 


Acres | Acres debt ery ery meet machinery 
Year of of per debt debt debt 
ao ot Cropland | Wheat farm per per —_— 
Survey per per on acre acre Bushels| Acres - 
farm farm equip- of of of of 


ment cropland | wheat | wheat | wheat 


$ $ cts.) $$ cts 

Parr HlOtOTG seats bree Waukee 1930 R20? 112 | 183 - 0 91 | 1 63 229 | 16-74 
FRIMGETHIOY votes elas ee 1930 451 207 355 0 79 spe 445 32-48 
WAVIGSOMs )eusievete c iaeuag 8 1931 652 305 239 0. 37 0 78 299 21-87 
Maple Creek....... Sib MCE 1931 436 164 178 0 41 1 09 223 16-29 
RAiChHMONd waka woe aks 1931 465 270 | - 343 0 64 TO, 430 31°38 
Rosemount—Reford.......| 1932 B94 195 369 0 94 1 89 462 33°76 
PC Obt as ea NOK Gee es AO; che: 1932 572 257 406 0 71 1 58 » 509 37°15 
Wellingtons ay tags Cokes fue 1932 435 207 596 1.3% 2 88 747 54-53 
Brokenshell.? oe rer cae ok 1932 344 158 308 0 90 1 95 386 28-18 
Balcarres—Indian Head...| 1933 470 206 236 0 501. Aly 296 21-59 
Grenfell—Wolseley........ 1933 344 131 221 0 64. 1 69 OME 20-22 
Lemberg—Neudorf........ 1933 268 100 296 1 10 2 96 3871 27-08 
Humboldt— ) Oh : 

(a) Loam Soils..........] 1934 PETA 117 241 0 89 2 06 302 22205 0a 

(b) Sandy Loam Soils...} 1934 221 103 178. 0 81 ete 223 16 29 


Average—All Surveys|......... 395 181 296 0 75 164] 371 | 27-08 


(1) Average Farm Price (Saskatchewan) 1925 to 1935—$0-798. 


(2) Average yearly returns from sales of wheat per acre, based on average yields from 1910—1935 and 
prices in (1). ($0-798 per bushel). Give, See 


re 
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The Present Situation Respecting the Condition of Farm Machinery and 
Equipment, and the Present Indebtedness Associated with it 


In previous sections, the condition of the farm machinery and equipment 
has been discussed, and comments made regarding the expenditures necessary 
to bring back the condition of this class of capital to a satisfactory state, e.g. as 
of 1931. The preceding section dealt with the indebtedness outstanding | in con- 
nection with these items. The present section combines these discussions and 
indicates what may be considered necessary to take care of present obligations 
and effect replacements. Table 7, page 16, contains this Pare and ‘relates 
these items to the conditions of selected years. 


TABLE a TC gy haweaatre of Farm Prices of Wheat and Revenues from Wheat Sales to Purchases and 
- Maintenance of Farm Machinery and Equipment 


(2) (1) Estimated outlays 
Average Average Average Receipts Average necessary for repairs 
farm ° yield number per acre value of and replacements 
— __=—*'| . price per acre of bushels from machinery |—— 
per bushel | of wheat sold wheat REPEL Cl. Bushels Acres 
of wheat per acre sales per farm. of of 
wheat wheat 
Bushels $ cts $ 
POLES eou5 6 0 58 20-8 19-3 11 19 605 79 136 7-0 
BOL OPe Mua 1 28 16°3 14-8 18 94 855 111 87 5-9 
POOR 8S 0 76 13-8 12-3 9 35 1,479 192 253 20-6 
POCGe os a: 1 08 16-2 14-7 15 88 1,439 187 173 11-8 
LOA haa ea ale 0 97 19-5 1820 17 46 *| 423 185 191 10-6 
O28 ees. 0 77 23-3 21-8 16 79 *1,407 183 238 10-9 
BO DOS ec. io 1 03 ara 9-6 9 89 *1,391 181 176 18-3 
UA et 0 47 14-4 12-9 6 06 essa 179 380 29-5 
ROBT ince oe 0 38 8-8 7-3 QT. 1,359 Lea 465 63-8 
I Eee 0 35 13-6 12-1 42 *1, 246 162 463 38:2 
POSS le. 8. x 0 47 8-7 7-2 3 38 Pia deo 147 313 43-5 
TOBA asta 0 61 §-6 71 4 33 *1,019 132 DAY 30-6 
OSD... oes 0 60 10-2 8-7 Deaeiico) 906 “118 196 22-6 
Per Farm 
Estimated outlays necessary for repairs and replacements (13 per cent of 1935 basis)......... $ 118 
Estimated amount necessary to bring back to1931 standard. .....0..0..00 0k e dee ee be 453 
$ od 
cts. 
Debt per acre of cropland (from surveys) for machinery and equipment.......... 16 
millions 
Aeres of Cropland 'in Saskatchewan (P81)... vcieae Oe ks wig aves Lae See 33: 
Estimated total debt for machinery and equipment.........0. 00.0200 eee. 25 
Estimated debt per farm for machinery and equipment......................... $ 184 $ 184 
Total outlays necessary to bring back to 1931 standard, to maintain, and to pay debt. .$ reais} 


(1) Caleulated on basis of 13 per cent of machinery value. 
(2) One and a half bushels deducted for farm seed, etc. 

(3) Caleulated on basis of one-third reduction in 1931 value. 
*Machinery values interpolated. 


Table 7 indicates something of the difficulties facing Saskatchewan farmers 
with respect to machinery and equipment. To clear off the indebtedness against 
this class of capital, and to restore it to the 1931 standard, would have required 
about $755 per farm in 1935,—or the proceeds from the sales of about 145 acres 
of the crop of that year. Some of these expenditures were actually made in 
1935 to enable farm operations to continue, probably about $55 per farm, leaving 
around $700 per farm still needed to restore machinery and equipment vo the 
1931 condition. 

Other forms of farm capital have also suffered impairment. Bae and 
fences, and in many areas even the lands used for cultivation, have shown 
considerable deterioration during recent years. Feeds and supplies have been 
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heavily depleted, and much is needed to make ae ‘for the dea of the years of 
poor crops. In the farm homes, household equipment, furnishings and clothing, 
bear pathetic testimony to the depleted revenues, and many persons on the 
farms carry unmistakable evidence that attention from physicians, opticians 
and dentists has been needed, but not obtained. Such are the unavoidable 
results of the prolonged period of distress through which Saskatchewan has 
passed and from which recovery is being attemepted. 


Conclusion. 


The condition of agriculture in the Prairie Provinces is one of the most 
important factors in the economic life of Canada, and vitally associated with — 
the welfare of the Dominion as a whole. The ’ prosperity of agriculture in 
western Canada is dependent on the wheat crop, its physical production, and the 
amount for which it sells at the local shipping points. Because of the magnitude 
of the difficulties confronting Saskatchewan agriculture, the return of prosperity 
will come slowly, and any additional burdens will seriously impair the chances 
of recovery and make current problems more difficult. That the problem of 
recovery of Saskatchewan agriculture is made more difficult by the increased 
prices of farm machinery and equipment is beyond question. Poor equipment is 
necessarily associated with inferior work and inefficient operations, which in — 
turn, are associated with low yields and high costs of production per unit. These 
conditions are reflected in reductions in the amounts available for expenditures 
by farmers for all classes of goods and services. 

The purpose of this discussion is to present important current facts about 
Saskatchewan agriculture, with which the Department of Farm Management 
of the University of Saskatchewan is definitely and intimately associated, rather 
than review the economics of the production and distribution of farm machinery 
and equipment, which may be considered more expertly by those having adequate 
qualifications for the task. The products of our Canadian ‘plants may or may 
not be produced efficiently from the point of view of the industry, but it is felt 
‘that they have not been too well adapted to the conditions of Western Cana- 
dian agriculture. It is respectfully suggested that profitable examination might - 
be made of the questions of machine design, construction, distribution, servicing, 
sales policy, both domestic and export, credit and collection from the point 
of view of meeting better the needs of the Canadian farmers to be served. by 
the industry. The history of the prices of machinery and equipment is being © 
presented by others, and does not form part of this presentation. From this © 
survey of agricultural conditions, and recognizing the very high levels of prices 
which have long been maintained for farm machinery and equipment, it seems 
extremely difficult to justify a business policy which raises these prices still 
higher at such an inopportune time. 

These, as you will note through observation, are quite uniform through- 
out, and will only tend to substantiate the statement that there is no great 


variation in repair prices. This table, however, I might say, does not say or | 


does not intimate that repair prices are low or are high. It intimates what 
they are as compared with those in the United States and in Canada. In — 
answer to Mr. Graham’s statement, tables 4, 5, 6, 7 and 8 could probably be 
filed equally well for reference. Then tables 10, 11 and 12, which show the 


range of prices throughout the period of years, probably should be included in 


the printed report with the other tables. 
Q. You are referring to tables 10, 11 and 127A. Yes, tables 10, WW and 
12. Then tables 13 and 14 are the ones showing the basis of the chart, which > 
probably should be included. I think, undoubtedly, Mr. Chairman, this section 
(indicating) could be filed for reference. 
Mr. GRAHAM: Would you deal with that, Mr. Chairman? fees are one i 
or two questions I wish to ask. ee. 
[Professor E. A. Hardy.] 
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The CHAIRMAN: It would appear to me, from casual observation, that we 
should have statements 1, 2 and 3 in. They show comparative prices on both 
sides of the line for different implements for the different implement companies, 
In addition, this other table deals with prices back to 1920. I would think 
those two should be tabled, and probably if it would be satisfactory to the 
committee, the other information could be filed. It appears to be the details 
setting out the specifications for each implement, as for example, an 8 foot 
binder with fore-carriage and bundle carrier and so forth, whereas the other 
table sets it out as an 8 foot binder. 

Mr. Senn: Is the table showing the prices from 1920 on a very lengthy 
table? 


Wirness: You have four tables on that. 
Mr. Senn: It seems to me it would be very interesting information to have. 


The CuHarrman: Yes. There are about six or eight implements. I think 
it should be printed in the record. 
Mr. Senn: Yes. 


The Cuarrman: Is that agreed? 

Mr. McLuan: Agreed. 

4 Mr. GraHam: Then we will have tables 1, 2 and 3, 10, 11 and 12 and 13 
> and 14, : 

: The CHarrRMAN: Very well. 

By Mr. Graham: 


= Q. On table No. 1 I notice one or two items there. You do not propose to 
' read that?—A. No. 
} Q. I notice a 17-tooth spring-tooth cultivator, hand lift, 4-horse hitch. You 
_ will notice that there is a marked difference between the Massey-Harris retail 
_ price at Weyburn and the I.H.C. and John Deere price. Is there any special 
] explanation of that particular item?—A. Yes. With regard to the spring-tooth 
cultivator, there is a considerable difference in those two implements. The John 
Deere and International implements are quite comparable. Their No. 6 field 
_ cultivator with spring-tooth attachment in the United States and Canada is the 
same implement, giving us quite an accurate comparison there. The Massey- 
_ Harris implement is a lighter machine, and would compare more favourably with 
the International Harvester Company No. 3 field cultivator which is sold in 
the States but is not sold at all in Canada. Consequently, there is no Canadian 
price, and the Massey-Harris is there by itself, $109.50 as compared with $150 
or $149, or in the case of John Deere, $170 in some instances. So we should 
_ make a note there that one cultivator is not comparable with the other. 
Q. Would you say that the rest of the implements listed are reasonably 
comparable?—A. Yes. In my brief, Mr. Chairman, I commented on that, that 
there are some minor differences in width of one-way dises and in width of 
cultivators, and some minor differences in weight. But, generally speaking, all 
_ the others are comparable. : 
eS. @. I noticed when you were making your presentation, Professor Hardy, 
_ you said that in North Dakota, I think, Montana and Saskatchewan, the prices 
were fixed by the Chicago list price plus freight. Is that true of Saskatchewan? 
_ —A. No. It should not be North Dakota, Montana and Saskatchewan. Where 
is that? 

’ Q. On page 2, “with regard to the retail price of farm implements in North 
Dakota, Montana and Saskatchewan, the International Harvester Company 
bases all prices on the Chicago list, plus freight, to the different points west.” 
Should that be corrected?—A. Yes; it should have “and Saskatchewan” deleted. 
_ Q. You say “and Saskatchewan” should be deleted?—A. Yes. 

20256—34 . 


316 STANDING COMMITTEE 


Mr. McLean: Before you leave that, could that note that Professor Hardy 
suggested be inserted immediately after ie word “‘cultivator’’? 


Mr. Grauam: Yes. I have it on mine, and [ think it is on the one you are ~ 
filing. ; . 
Wirness: Yes. I will put it on there. 


By Mr. Graham: 


Q. Professor Hardy, did you happen to visit the village or ee of joes 
Oswego is seven miles west of Wolf Point. 


Q. It is a Sriabie comparative point?—A. No. At Oswego there is one 
general store, a garage, and a blacksmith shop. The Olivers have an agency 
there. There i is no International agency and no John Deere agency. All of the 
agents, apparently, who serve that country are located at Wolf Point. That is 
the reason I used Wolf Point as a typical comparative point south of Assiniboia. 


Q. You mentioned bargain sales throughout the last two years in Saskatche- 
wan?—A. Yes. 


Q. Did you consider or form any conclusion as to whether those bargain 
sale prices induced many sales of that more or less dead inventory?—A. Well, 
Mr. Chairman and gentlemen, the bargain sales that have been conducted 
throughout the last two or three years certainly reduced the inventory. 


Q. Considerably?—-A. Well, from my discussing the matter with the man- 
agers of different implement companies, I would say yes, it brought the inven- 
tories down materially. That same thing is referred to in Dr. Allen’s comments 
on concessions. We found in certain areas where no crops had been had for 
years, that the effect was not material. But in other areas where crops had been 
experienced, we found that quite extensive a had been made which materially 
reduced the prices. 


Q. I should like to ask a further question, Professor Hardy. So far as 
you surveyed the American system of distribution as compared with the Saskat- 
chewan system of distribution on the part of the manufacturer, is there any 
essential difference as you found it between the American and Canadian system, 
so far as the load that the companies are carrying is concerned?—A. Well, 
Mr. Chairman, no, I think not. On paper the American companies are still 
supposed to be selling outright to their agents. 

Q. Yes?—A. But in actual working out, the agents are no longer financially 
able to take care of the paper or the credit, and the head office or the main 
company is carrying that load. 

Q. And taking the farmers’ notes instead?—A. Yes, and taking thie farmers’ 
notes. 


By Mr. Senn: 


Q. Is that practice general or is it Just in restricted areas?—A. Well, it is 
general in Montana and North Dakota throughout the area that we visited. 

Q. I should like to ask another question there. Has that had any effect 
on the prices; that is, the change from the straight sale to consignment ?— 
A. The only way I could answer that would be that if the recent increases over 
the last two years in the United States have been smaller because of that practice, 
it might be considered so. 

Q. You could not say whether the prices are higher in the areas here: the 
change has been made to consignment than they are where they are still selling 
by the former method?—A. No, I do not think that is true; from observing 
the data which Professor Shanks obtained, I would not think so. I do not 
think that is local. You mean are prices in that area higher? I 

Q. Yes.—A. No. 

[Professor E. A. Hardy.] 
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By Mr. Golding: ; 
Q. How long is it since this change has taken place?—A. I do not know 


exactly when, but it is since the period of low prices and poor crops in the 
Dakotas and Montana. 


By Mr. Senn: 


Q. I suppose where an agent buys the machinery outright and is selling it 
again, he can use some discretion about the price he charges for it?—A. Yes. 
| Q. The price would be less uniform in areas of that kind than they would 
be in areas where they are selling on consignment?—A. Yes. That is even true 
to-day. That is, if a dealer has any notion that you have any money and 
want to buy a machine, he does not’ particularly adhere to any schedule at all. 
He can cut his commission down to anything he wishes, as long as it stays 
above the wholesale price. | : 

Q. But he cannot do that on consignment?—A. Well, I presume he ean. 


By Mr. Graham: 
_ - @. On trade-ins?—A. On trade-ins, and other ways in Saskatchewan, so 
there is very little difference. | 
(. That is the human element, I presume, in the implement business?— 
A. Yes. 
(. In the matter of repairs, is there any legislation that you know of 


in those states which you visited, requiring implement companies to maintain 


large stocks of repair parts?—A. Not that I know.of, Mr. Graham. 

(J. Are you able to pass an opinion on the comparative quantity of repairs 
held by the machine companies in Saskatchewan to service farmers as compared 
with the quantities held in those states which you visited?—A. Mr. Chairman 
and gentlemen, we visited implement compaines and their agents, for instance 
at Kenmare, North Dakota. The agent pointed out to us large stacks of repair 
stocks on hand. I said, “Who do those belong to?” He said, “they belong 
to me.” That is, the American agent. He bought those repairs and maintained 
this service. At Wolf Point I visited agents and found large stocks of repairs. 
At intermediate small points there would not be very much. Then at Glasgow 
there were fairly large stocks of repairs, and at Havre there were fairly large 
stocks of repairs. I would say, generally speaking, that repairs were quite 
available. 

Q. In both?—A. In both places. And in Saskatchewan there are enormous 
stocks of repairs distributed throughout the province, not only at the wholesale 
depots for immediate distribution but in the local agent’s hands. 

Q. But in the general picture each has sufficient?—A. Yes. 

Q. I notice in your material that you were unable to secure prices to other 
than dealer except the one 1930 comparative price that you gave. Did you 
form any opinion as to the result of what was known as the N.R.A. legislation 
on implement prices in the United States in recent years?—A. Well, Mr. Chair- 
man, we discussed the matter of different legislative variations with the different 
agents and during the past number of years I visited different areas in the United 


- States and all indications. I could see were that where conditions were more or 


less dictated to the company there was a natural reflection in higher prices. 

Q. In higher prices?—A. But the agents are only surmising; that is, at a 
distance from the manufacturing point there is very little actual definite data as 
to the reason for increases. 

Mr. GrAHAM: Mr. Chairman, I have two or three other points particularly 
that I want to ask Professor Hardy, and I presume members of the committee 
have also. It is one o’clock. | 

The CuatrMAN: What is the pleasure of the committee? I think it should 


‘ meet this afternoon in any event to hear Mr. Taggart. 
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Mr. Pertey: I do not think we should meet this Taos. Mr. Chava 
There is an important bill before the house. 

Mr. McLean: What is it, the bank bill? 

Mr. Pertey: Yes, the Bank of Canada Act. 


Mr. Mclean: We could meet at 4 o’clock. There are some other com- ~ 


mittees meeting. 

Mr. Peruey: I think the estimates i the Minister of Agriculture are coming 
up, too. 

Hon. Mr. Garptner: Mine are pretty near all through, I do not think 
they will be up to-day. Le 

Mr. Warp: How long would it take, Mr. Chairman? 

The CHAIRMAN: There is another witness we could put on immediately, and 
we are ready to go on with additional witnesses to-morrow. 

Mr. Warp: How long would it take to hear the additional witness we have 
to-day? 

The CuarrMan: I should say upwards probably of an hour. 

Mr. Pertey: Are representatives of the implement companies coming 
to-morrow? | 

The CHAIRMAN: Yes. 

Mr. McLean: I think we should hear the other witness and isan our 
questioning of Professor Hardy so that that information will be available to us 
before the others come to-morrow. 


The CHAIRMAN: Would it be agreeable to the committee to meet this aoe 
noon at 4 o’clock. 


Some Hon. Memperrs: Agreed. 


The CuarrMan: All right. Professor Hardy, we will be elad to hear you 
, again at 4 o’clock. 


The committee adjourned at 1.05 o’clock p.m. to meet again at 4 leer 
p.m. this day. 


[Professor E. A. Hardy.] } gett) fe 
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JoHN DEERE PLow CoMPANY LiMiTED, REGINA, SASK. 


We feel, however, that we should draw. your attention to certain frvane ss which 
have been made on some of these machines, which you may not have on record and which are 
not indicated in the prices. 


For instance, the 20-run Double es Drill with 4-horse Hitch has been. improved from 
ear to year. In 1925 this Drill was equipped with Wood wheels, Wood Eveners and Wood 
tsa whereas to-day the Drill is equipped with Steel Wheels, Steel Eveners and Copper base, 
rust proof Steel Box and Zerk Alemite lubrication. The 14- foot Out Throw Bissell Disk Harrows 
in 1925 were the rigid type and equipped with Wood Frame and Wood Eveners. They are now 
built entirely of steel, are the flexible or independent gang type equipped with Steel Eveners 
and are lubricated by the Zerk Alemite system. 


Cultivators have been improved in much the same way as the Drills. Where Wood Wheels 
and Wood Hveners were used, they are now equipped with Steel. Five-foot Mowers up. until 
two years ago were the open gear type. These, however, have been improved continuously 
during the past ten years. At the present time the Gears, including the Axle and all Drive 
parts operate in a bath of oil. The Knife is now perfectly centered in its travel which adds 
greatly in reducing the draft of the Mower. 


The 8-foot Binders have been greatly improved during the past ten years, and to-day 
practically all the main drive parts operate on anti-friction bearings. The final drive is enclosed 
and operates in a bath of oil. The forecarriage is made entirely of steel and the machine is 
equipped with steel eveners and Zerk Alemite ‘lubrication. 


The Model “D” Tractor has possibly been improved to a greater extent than most 
machines. As you are aware, this has been the case with most Tractors.. The Tractor has been 
increased in power and speed. A great many precautionary measures have been adopted to 
protect the machine from dust and foreign matters, which have added to the life of the machine 
and to the comfort of the operator. 


We might also mention that during the past several years the farmer has been given the 
advantage of special prices on many machines. ~ For instance, Drills of the older model have 
been sold at greatly reduced prices. This also applies to Harrows, Binders, Tractors and 
practically all machines. These reductions were made possible due to improved machinery 
being manutactured and the machinery which was in stock has been offered at these reduced 
prices. These reductions have been appreciated by our farmer customers, as it made it possible 
for them to purchase new machinery at considerable saving. These reductions did not affect 
the warranty of the machines, or the service from a repair standpoint. 
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Massey Harris Co. Lp. 


No. 2 Great West Gang Plough 


This plough originally known as Great West Gang Plough was redesigned in 1922 and it 
was decided to call the redesigned plough No. 2 Great West Gang Plough. The new design 
included: New angle cross clevis with holes and pin for adjusting the hitch; new furrow 
and land wheels with malleable hubs; new rear lift; new front. lift brackets and hangers 
with new hold-ups; new and improved. type of bearing for colter, with tapered bearings, the 
oil cups being fitted with cotter pins to keep out dust and grit. Leather washers being used 
to hold the cotter pins in place. Foot life improved and strengthened, doing away with the 
float lever. Land wheel frame bracket changed so that both ends are bolted to the frame. 
Solid or gong type of rear wheel added in place of spoke type wheel. Heavier and stronger 
beam stops added. 

1923—Levers redesigned, doing away with malleable spring boxes and making separate 
steel bracket for cushion spring, lever and bracket previous to this had been in one piece. 

Seat bracket redesigned and improved. 

Low-draft evener clevis added. 

1924—-Bracket on land lever for cushion spring redesigned. Staple or runner for neck- 
yoke added to front of pole. 

1926—Softer cushion spring supplied for land lever, 2 inches shorter with one gauge 
smaller wire. Cushion spring bolt changed to suit. 

Furrow and land wheel boxes standardized, so that one pattern does for both wheels. 

Furow lever fulcrum strap made 13 inch longer and another: hole added so that plough 
could be let in deeper. 

Angle clevis changed from angle steel to channel section with new clevis brackets. 
Fourteen inch medium “bottoms added. 

1927—End brace added for cross clevis on 12 inch ploughs. 

New and improved rosette added for front right bail bracket. 

Beam braces made heavier, stock size changed from 2 inches by 1 inch to 2 inches by 
13 inch and one bolt added to end of beam brace to make a more rigid beam set. 

1928—Rod breaker bottoms redesigned. New mouldboard, head and quick detachable 
share designed for 14 inches medium bottoms. i 

1929—Bearing for rolling colter redesigned, now using cone type bearing with one piece 
cone in place of “the two piece cone as used previously. This to assure a more concentric 


_ bearing. 

Set screws added to plough heads for levelling up the share and mouldboard on medium 
bottoms. 

Beam bracket for breaker board braces made heavier and stronger. 

Bail caps changed from cast to malleable iron. 

Draw pin for all quick detachable shares made Ye inch longer to give a better riveting 
job. 

1930 F. & L. wheels changed to French & Hecht make. 


1932—Seat with seat plate cancelled in favour of the present seat which requires no , 


seat plate. i 
Stock size of the old style beam braces increased to 2 inches by 14 inch was 2 inches 


by 1 inch (repair item). 


1933—Stock specifications for bails changed from 30/40 O.H. to 40/50 O.H. making a 


much stiffer bail. 
Hand nut for seat and pole cancelled in favour of a standard square nut. 
Staple for rear wheel scraper changed from flat stock to round stock. 
Old style cushion spring for land lever reinstated. 
1934—-Square washer added to bolt for rosette for front right bail bracket and bolt 


changed to No. 3 plough head bolt. 
Stock specification of key bolt P. 6803 in rear ,axle changed to 20/30 O.H.—was bolt 
steel. Pawl for levers, length of material increased } inch. 


1935—Printed parts lists cancelled. Now have to The ordered separate. : 
1936, February—New and; better fitting landsides supplied for 12-inch medium bottoms. 


MASSEY-HArRIS ‘Co. LTp. 


No. 11—20-Run H. L. Drill—4y. H. Hitch, Double Discs 
Changes in Design from 1920 to 1936 inclusive. 


Note: When new Grey Iron and Malleable parts are created, it means new Jigs and 
pattern equipment. When new Steel parts are created, it usually means new die equipment. 


When any new parts are created, it means an increase in the quantity of repair stock to be. 


kept on hand, as repairs must be available for old parts as well as new. 

a2 eame—<rom 1 to 3 pieces, this necessitated additional bracing at corners. 

2. I. Beam _ of Frame—lIncreased in size from 33” to 4”. This necessitated longer braces 
from Cross Angles. This change was necessary owing to the using of larger Grain Boxes. 

3. Axle—Increased in size from 1%6” to 13”. This necessitated heavier end Angles of 
Frame, larger Boxings, Hubs for Wheels, Gears, ‘Gear Arms and Support Plates to “I” Beam. 
4, Wheels—Changed from wood to all steel. Later increased in width from 4” to 5”. 

5. Grain Box—lIncreased in capacity from 5 to 74 bushels. This necessitated stronger 
Supports, Ends, Braces. Heavy Grey Iron Chairs replaced steel. 
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6. Grain Shaft—Increased from 3” to %6” square. This necessitated new Grain Runs, 
Springs, Gears and Collar for Index Lever. 


7. Pressure Arms on Square Shaft for Spring Bars—Arms and Clip increased in size from 
%6” to 4” and also stronger Malleable Swivel. 


8. Grain Runs—Malleable Washers for fluted Cylinders replaced steel. Malleable giving 
longer wear. Larger bolts used to fasten Grain Runs to box. 


9. Hold Up Chain—For Outer Covering Chains added. 

10. Greasing—All working parts tapped for alemite fittings and large size alemite 
lubricator supplied, replacing oil can method of oiling. 

11. Pressure Lever—Strengthened Ratchet now supplied. Malleable Hand Grip added. 


12. Enclosed Type of Indicator—This replaced open multiple dial type. New type requiring 
25 ditferent parts and old type requiring 10 different parts. Enclosed type is dust proof, long 
wearing and easy to reset. Can be assembled on or removed from machine without removing 
runs from shaft. With “Open Multiple Dial Type’? Worm and Worm Wheel were revolving 
in dust, therefore, were not long wearing. Necessary to remove Runs from shaft to replace 
worm. 


13. Double Disc Bottoms—Alemite Fitting Supplied replacing oil method of oiling. Drag 
Bars increased in size from 3” to 46” stock revising Die Equipment. Disc Bearings chilled and 
made larger. Felt Washers added to make more dust proof. New Frames made necessary 
owing to improvements to Bearings. 


14. Hitches—All Steel Hitch now supplied replacing wood. Three-piece steel »Adjusting 
Bracket with Braces for Sheave Pulley replacing malleable. . . 


Massrey-Harris Co. Lrtp. 


14-foot Disc Harrow 


1920-1922 largest size made. Approximately only 83’. 1923- 14-foot Machine developed. 
Changes in Design from 1923-36 to 14’ machine. 

Nore: When new Grey Iron and Malleable parts are created, it means new Pattern and 
Jig Equipment. When new Steel parts are created, it usually means new Die Equipment. 
When any new parts are created, it means an increase in the number of different parts available 
for repair purposes, as new and old parts must be carried in repair stock. 

Channel Steel Pole now used in place of wood. This change necessitated some changes to 
parts connected to Pole. 

Equalizer was added to take care of the weight between the Inner and Outer Gangs (New 
Lever, Ratchet and Springs). 

Alemite Zerk Lubrication added. (Nipples and Grease Gun.) 

k ay of applying Pressure Inner Gangs changed. (Lever, Spring Bar, Ratchet Bearings 

affected. 

eure Tooth changed from Spring Tooth to Stiff Tooth. (A complete change of many 
parts. 

Seat Spring and Helper in lieu of straight Seat Spring. 

Centre Point Draw Forecarriage in lieu of Castor Wheel Carriage. (Thirty-five parts in 
place of 12, and heavier Draw Straps.) 

Serapers and Cleaner Bars changed to new type one piece wide Spring Steel Scraper, more 
positive action. 

Sleeves and Bearings for Ball Thrust made larger with Sleeves being chilled. 

More positive action, Sockets and Plungers for all Levers. 

Weight Boxes added. 

New Axle Bolt with new type nut and lock washer made. 


Massty-Harris Co. Lp. 


8’ Stiff Tooth P.L. Cultivator 6 H, 


1920—63’ Hand Lift Machine Used. 


1921—New 8’ Machine Developed. 

Changes in Design from 1921 to 1936 inclusive. 

Note: When new Grey Iron or Malleable parts are created, it means new pattern equip- 
ment. When new Steel parts are created, it usually means new die equipment. When any 
new parts are created, it means an increase in number of different parts available for repair 
purposes, as new and old parts must be carried in repair stock. 

I é Wheels—Changed from wood to steel. Width of tire increased from 3” to 4”. 

2. Power Lift—Crankshaft increased in size from 1” to 14”. This necessitated new Power 
 eboee games Supporting Brackets, Larger Collars, Pins, Set Screws and heavier Supporting 

gles. 

3. Oiling—Syphon Oilers added replacing oil holes with Caps. 

Drag Bars—Made of heavier construction. Machines now equipped with top tension 
device of Drag Bar. This change alone made necessary a total of 25 different new parts. A 


new Tooth was.also developed. 


; tp EO ING 11” Points now supplied as Standard Equipment in place of 2” which was 
standard. 

6. Helper Spring—Two of these Springs now supplied for easier lifting and also for 
absorbing shock when Teeth are dropped. Eight additional parts required for machine. 

7. Pressure Shaft—Now made in two pieces. Pressure Arms for Spring Bars now heavy 
malleable parts replacing steel. Lift Arms for Lever now made in malleable and are adjustable. 
Three parts now required. two malleable and one steel replacing single steel part. 

8. Pressure Springs—-Now made of heavier wire. 
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9. Axle Brackets—Made heavier and bolting to side of Channel as well as top. : 
10. Axle-—T'wo short Axles and one Drive Shaft now used replacing long Axle. This 


necessitated Drive Chains, new Plates supporting Shaft, Sprockets, Collars, Clutch and Shields 


over Chains. ° p 
11. Trip Lever—Improved Lever and Bracket on Front Angle now supplied. 
hae Pressure Lever—Steel Socket and Plungers now supplied, Lever also made of wider 

stock. ‘ : 

13. Footboards—Now supplied as standard equipment. 


Massry-Harris Co. Lipp. 


5-foot Mowers 
1920-1922—No, 21 Mower. 


1923- New No. 23 Mower developed. 

Changes in Design from 1923 to 1936 inclusive. 

Nore: When new Grey Iren and Malleable parts are created, it means new Pattern and 
Jig Equipment. When new Steel parts are created, it usually means new Die Equipment. 
When any new parts are created, it means an increase in the number of different parts 
available for repair purposes, as new and old parts must be carried in repair stock. 

Heavier Frame. 

Heavier Knife Back (precision lined Bar). 

Heavy Guards (polished). 

Heavier Seat Spring (also a Helper added). 

Finer adjusting Washers on ends of Axles. 

Steel Quadrant Lift, also Steel Lift Lever. 

Improved Catch for Cover over Bevel Gear. 

Cast Iron Cover for Tool Box with Keeper in lieu of sheet iron. 

Adjustable Connection from Lift Quadrant to Bell Crank. 

Keeper Spring added for bolt at Crank End of Pitman. 

Malleable Singletree Hooks in place of steel Hooks, more adaptable for replacing. 

Arm on Drive Dogs drilled for cotters, to prevent loss. 

Hand Grip added to Lift Lever, 

Coil Spring and Plate in place of Hinges and Flat Spring to Swathboard. 

Deeper Outside Shoe. 

Keeper on Pole for Brace for Finger Bar. 

Machined Steel End Roller Bearings, in place of Malleable Ends. 

Wider Pole. 

No. 33 Oi] Bath Mower entirely new development. Made in 1934. 


MASSEY Harris Co. Lp. 


Grain Binder 8 Feet with Forecarriage 


Changes in design from 1920 to 1936 inclusive. 

Nore: When new Grey Iron or Malleable parts are created. it means new pattern 
equipment. When new Steel parts are created, it usually means new die equipment. When 
any new parts are created, it means an increase in number of different parts available for 
repair purposes, as new and old parts must be carried in repair stock. ; 

Steel Drive Wheels. : 

Dust Proof Bands for Main Wheel Axle. 

Built in Outside Reel Support (50 inches longer Reel Shaft, Support Reel Pipe and 
Brackets to support the Outer End of Reel. Windscreen also affected. ; 


Four Syphon Oil Cups, supplanted by Alemite Zerk Lubrication. (Zerk Lubrication added 


to balance of machine 1936. Approximately 50 Fittings and Gun). 
Lever for adjusting Butter Board from Driver’s Seat. 
Larger Bearing for Sprocket driving attachment. 
Guide Sprocket for Elevator Chain. 


Cover of Twine Can redesigned to allow Twine to come from Ball in a direct line, extra 


Guide added to Can. ; 
Twine Guides chilled for better wear. 
Wearing surface on Knotter Frame chilled. 
Two piece Backsill for.Table (easier to repair) Shield for Grain Wheel. 
Removable Hub Grain Wheel. wider Face with Sleeve Bearing. y 
Steel Rollers, which run on Roller Bearings and Slackeners added for Rollers (21 new 
parts involved). ° 
Steel Decks (new Hinges). yee 
Heavier Front and Rear Sill of Gear Frame with Malleable Brackets machined for 
accuracy. ‘ 
Diagonal Truss added to Gear Frame (6 parts involved). 
Sprocket Clutch Wheeel (Teeth chilled for better wear). 
Oil Bath Housing for Bevel Gears, necessitating changes to the Crank and Bevel Wheel 
Shaft Bearings. ging 
Adjusting Lever for Main Drive Chain, in lieu of one piece Tightener. 
Sprocket on Rear End of Crankshaft chilled. 
Heavier Hangers for Drive Wheel. : 
Heavier Socket and Slide for Grain Wheel. 


t 


Inside Conveyer Roller lengthened and Sill supported by Steel Bracket (this eliminates 


broken Spindle). 
Bracket for Front Gears driving Elevators made heavier. 
Front Angle Support for Binding Attachment made heavier. 


“ 
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Improved Hand Grip for Reel Lever. 

Adjustable Brace for Reel Standard. ~ 

Adjustable Support for Rear of Upper Elevator. 

Rim of Driving Pinion for Knotter chilled. 

Heavier and wider Stop Spring. 

Steel Plate added to Drive Dog to eliminate wear. 

Two piece Bale for -Attachment. 

Heavier Needle with Roller in Eye. 

Compressor Arm changed to forged steel (Studs removable). 
Heavier Breast Rail. 

Self-aligning Bearing for Packer Crank. 

Machined Connections to Packers. 

Clamps for Sheaf Springs now hold two coils in place of one, adding greater resistance 
against breakage. 

Header Board redesigned to be adjustable. 

Eight more Roller Bearings with machined ends. 


~*  Sheaf Carrier—Pigeon Wing type replaced with new Rear Drop Carrier having Adjust- 


able Trip. 
Forecarriage—Wood Stub Pole Forecarriage replaced with new Model all steel Fore- 


~ 4920—Hand crank changed. 
1921—Pail shelf changed to 1 
1922—Base changed to allow 2 positions for pail shelf. 


. 1923—Gear cover for main frame. 


-earriage with flanged Wheels, Ball Thrust, Revolving Axle, Two Point Draw, with two horses 
each side of Pole. 


Hitches—Four Horse Wood Hitch replaced by heavy duty Steel Hitch. 


May. 14, 1936. 


Massrty-Harris Co. Lrp. 
Cream Separators 


Improvements and Changes 


1936—No. 7 
Spindle— ‘ 


~ Ball bearings 2 SKF. 
Complete housing for bearing protection. 
Top of spindle hardened, 


Lower Shaft— 

Ball béarings 2 SKF. 

Protecting caps with felt washers. 
Clutch— . 

All hardened positive type running in oil. 


Crank shaft, runs in bronze bushes, replace- 


able. 
Complete oiling system with sealed syphon 

overflow. 

Two swinging pail shelves. 

Oil drip pan. 

Tinware 50 per cent heavier. 

Swivelling and locking device 
bracket. 


on tank 


Oil gauge. 

All enamelled parts filled and water sanded 
to high class finish. 

All screw nuts, etc., cadmium plated. 

Gears enclosed in tight steel case. 

Completely new bowl, closer skimming, 
cleaner flushing, all steel stainless discs 
and nut. 

Larger straight face spiral inside gear. 


1920—No. 6 
Spindle— 
Upper bearing—babbitt. 
Lower bearing—bronze. 
Bearings open. 
Soft steel. 


Cast iron bushes. “ . 

Open end bushes. 

Open type friction clutch. 

Bearings bored in cast 
replaceable. 

Upper and lower shafts—oil holes and squirt 


can. 
One fixed shelf. 


Surplus oil runs on floor. 


iron frame—non- 


Plain spider with set screw. 


None. 

Head and base only filled and dry sanded— 
other parts just enamelled. ; 

Some screws tinned, others uncoated. 

Cast iron ring around rim of wheel. 

Die cast centre. 

Brass nut. 

_ Tianed steel dises. 

Light curved face worm wheel, cheaper, more 
friction. “ 


Changes to No. 6 Cream Separator 


nelude bowl vice new pattern equipment. 


Changes to pattern equipment. Lock 


nut for lower spindle bearing changed to cap nut and plug with copper washer to 


prevent oil leakage. 
Stem for bowl. 


a separate oil drain plug. 
drain. 


Float changed necessitating new dies. 
1924—-Separate shields made for main gear and pinion to allow for power drive attachment. 
1925—-Spiral changed from right hand to left hand on main gear and pinion to. reverse 


thrust and stop oil leakage. 


: New cap made for upper spindle bearing for better protection. 
1926—Felt washer added under spindle bearing cap. 

_ 1927—None. . 

1928—Faucets changed to prevent milk splashing. 


-1931—None. 
-1932—No. 7 machine introduced. 
— -20256—44 


New deeper socket wrench supplied to take care of above. 
Six grooves milled under milk outlet slots to prevent bowi overflowing. 
{ Change made to hold cover with three screws and_ provide 
Perviously had two screws only. Lower screws used for oil 
Change to frame patterns and equipment and new pattern for gear cover. 


Fins added to prevent float wearing through. 


New dies required. 
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No. 7 Separator 


1935—Air sealing system added to prevent condensation in damp places. New sealed oil 
overflow. Sealing washer on lower shaft and on top of spindle housing. Patterns 
and equipment changed. 

1936—Stainless steel discs used instead of tinned steel. 


Taste No. 13.—CASH PRICE OF A GROUP OF FARM IMPLEMENTS IN SASKATCHEWAN 
(ZONE B) 


Costs of Group of Implements consisting of 14” Gang Plow, 20 run Double Disk Drill, 14’ Dise Harrow, 
83’ or 9’ Stiff Tooth Cultivator, 5’ Mower, 8’ Binder, together with index numbers. 


Index Nos. 

of cost of * 

— Inter- Cockshutt John Average Group of | 
national Deere Imp. 

1924-35 =100 — 


CED NEM BaPe PRO ane Peat. gaa ea Sune 1125015 so te A ee tie 
70 1g OSI ON aa cH aie REN NC Mamie en Sd L3206 75 5 hc eee ev) 
DOE Og Aa i le La ye ee a, tema Mae en un 1, 069.501" -17059°50 4) 2)-.5 occ | eee 
Te Ca SLA ra Nar Se RENIN SOR <a a 1, 106-00: 1,080,00 1) 2h acelin een 
“TLS Oe CI ME eat cane US alti 1,228 00} 1,21900] 1,199 50| 1,215 50 110-5 
WO EGU a A: LMR De MORNE eh 1,135 00 | 1,121 00] 1,105 75] 1,120 88 101-8 
ORG oe ee mete a ceang GMa GW Pea 4,132 00.1)" 1,190 00.1 1,097 00:| (1919638 -101-4 
Be re AO en ae alia ik an RE 1,120 50 | 1,11800-1 1,100 60 |. -4, 142 68. ares tote 
FEtees aetna eee ANA MA SRL TRUNE 24 1,119 50 | 1,134 00]. 1,105 75 | 1,119 75 + 101-8 
OR a hl Vai Maa Nt ea 14116 50:1.) 1,452 60 \* 91,202°50 |-. | 1-198 c67 102-1 
TORO Cee ee oie ii alana oe 1,098 50] 1,134 00] 1,083 50] 1,105 33 100-4 
"Eee ed RES CS AUSSI Aa MME 0) 1,098 50} 1,124 50] 1,064 50] 1,095 83 99-6. 
DO cme oS Nee Test tt 8 100, ones 1,081 00} 1,105 50] 1,020504 1,069 00 97-1 
OSA ike etl cai Cae ee has a ee, ORG 501°. 1 DIY ONey nauh DONO shel lenin 94-0 
POSER OS Er Rio lay de ne *1,051 50] 1,055 00| 1,006 00] 1,037 50 94-3 
NCAT MONET AS RM Raper COMM aR OACR A: 1,056 50} 1,061 00/* 1,045 50] 1,054 33 95-8 
Le UE EN eee DA HT ar OMEN YI a 1,097 50} 1,107 50} 1,082 00] 1,095 67 99-6 


*$11 of the difference between 1933 and 1934 cost accounted for by using price of a No. 6 Field Cultivator | 
in 1934 and following years. The No. 6 was listed for first time in 1934 and the No. 3 was listed for the 
last time in 1935. ; 3 


SASKATCHEWAN 
TABLE No. 14 


Statement Showing Estimated Farm Price of Wheat and Estimated Value of Wheat Sales per Farm, 
together with Index Numbers. 


Index | Index 


Estimated | Numbers | Estimated | Estimated Numbers 
Farm of Farm Average Receipts | Estimated | of value of 

Price Prices of Yield per acre Value of |Wheat Sales 
—— per bush. Wheat per acre from Wheat Sales} per farm 
of Wheat Averaze, ef Wheat |Wheat Sales} per farm Average, 

1924-85=100} (bush.) 1924-35 =100 

$ ets $ cts $ cts 

| Bee RY IU A RUD IS SRR ft OK 1 21 157. 10-2 10 53 170 108 
P7215 Wate SY ne eS te a aA a LADD 162 18-5 21:25 2,363 218 
iy eae cn ae a RA Flay ANG 1 08 140 16-2 15 88 1,847 170 
WORT pwc siod ik Pal Ni del 0 97 126 19-5 17 46 1,886 174 
ALAS te er EA DS ey 0 77 100 23-3 16 79 1,872 172 
WOZG Mom ncte Paty CMe a a 1 03 134 Tt 9 89 1,122 103 
NGBO Seal te eet ENA ae US 0 47 61 14-4 6 06 663 61 
ABC Re. RA a SEN es 0 38 49 8-8 ae Hf 310 29 
Pe) Reese rents dent ae ew} 035 45 13-6 4 24 490 45 
LIC SB Peas sd) REN A SOP RI 0 47 61 8-7 3 38 371 34 
SAWN ae sete ic) ain liy tad. Lie ite 0 61 79 8-6 4 33 | 427 39 
LE EER a UAT se gM ROMS PU 0 60 78 10-2 6:22 513 47 


Estimated receipts per acre from wheat sales arrived at by deducting 1-5 bushels from the yield per 
acre and multiplying the result by the estimated farm price per bushel. ae 
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SASKATCHEWAN 
INDEX NUMBERS OF ESTIMATED FARM PRICE OF WHEAT, 
ESTIMATED VALUE OF WHEAT SALES PER FARM, AND 
AVERAGE COST OF A GROUP OF SIX STANDARD 


FARM IMPLEMENTS © averaces 1924-1935 = 100 
PRICE WHEAT ——, VALUE WHEAT SALES ~~~ ,COST IMPLEMENTS —-—-— ue 
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AFTERNOON SESSION 


The Committee resumed at 4 o’clock p.m. 


The CuarrmMan: Gentlemen, I think we can start. Professor Hardy, will — 
you be good enough to come back to the front again? ue , age 


Professor E. A. Harpy recalled. 


The Cuatrman: I imagine that probably some of the members of the com- 
mittee would like to ask you some questions, or maybe Mr. Graham has some 
that he would like to ask. 


By Mr. Gain: 


Q. Professor Hardy, when we adjourned I had two or three questions left that 
I wanted information on. I noticed that you mentioned traction engines in the 
presentation which you kindly gave to the committee. I wanted the history of 
when the early tractors came into being and when the decided change came in as 
regards quality value; briefly, a history of the traction engine as an implement — 
of production. Would you give that, please?—A. Mr. Chairman and gentlemen, 
the tractor as we know it to-day, took its present form approximately in 1918. 
Twin Cities tractors and the Fordson tractors led the development, and the 
MeCormick-Deering tractors which followed. The Titan 1020 was a two- 
cylinder tractor which was manufactured by the International Harvester Com- 
pany at that time. Since that time, since about 1921, tractors have all been 
reasonably standard and have been refined rather than drastically re-designed. 
The tractor back in 1912 and 1913, and up to 1917, was a large, heavy, slow 
moving machine which could not be compared with the present day machine. 

} (. It would not be fair to compare that old type of tractor you are sperakine 
about with that of the present day?—A. No. | 

(. Have you any price quotations indicating i price of tractors since that - 
period you mention until the present day tractors came into being?—A. I did 
not include the tractor in the group of implements which we tabulated throughout 
the period of years, because of the fact that a good many tractors had been ~ 
changed even since 1924. However, in the table in which the prices of the. 
International Harvester Company are computed—I do not happen to have a copy 
here before me—there is a list of prices on the 1020 McCormick-Deering, starting — 
at about 920 some odd dollars. 

Q. In what year?—A. In 1924; compared with the present price of—this is 
just from memory; I had that table but I have not it right here—970 some odd 
dollars to-day. 3 

@. That is to say that there has not been a decrease in those years in the 
price, regardless of quality?—A. Well, from 1924 on there was a decrease one 
vear, I think, as I remember the data; but the general trend has been a consistent 
price, with a gradual increase in the past two or three years. , 

Q. Mass production has not registered, then, apparently, on that type of | 
tractor?—A. Well, mass. production in that particular tractor has not been 
‘effective since 1924. Possibly the mass has not been so great in the last are or. 
four years. 

@. I see?—A. That is, the amount of production. 

Q@. You have no price figures between 1918 and 1924?—A. Not collected, no. 

@. Some of the members were interested in the devolpment of the Diesel and 
if it were becoming available for farm use. Could you tell us the trend in Diesel 
engines?—-A. The Diesel tractor 1s a very interesting devolpment. We in the — 
west have been particularly interested in the Diesel because of the anticipation © 
of increased economy, with an engine of higher efficiency. It is rather difficult 

[Professor E. A. Hardy.] 
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to make a definite statement where the Diesel tractor has only been used in 
Saskatchewan one year. There were two or three Diesel tractors at most in the 
whole province last year. There are some seven or eight in use at the present time. 
However, we have been studying the Diesel in power plant work, and I have 
studied the Nebraska tests of these tractors and have visited and interviewed 
the men who are using them, and there is a possible saving with the Diesel 
tractor. For instance, “the McCormick- Deering 2236 tractor to-day, which is 
common throughout the west, has an efficiency in the draw-bar work of about one 


_horse-power hour on 1-11 pounds of fuel; that is for field work. The Diesel 


economy has improved that efficiency to about +89 pounds of fuel. 

On belt. work the efficiency has been increased from -7 approximately, as 
I remember the Nebraska tests, to fuel per horse power hour of -49, a consid- 
erable increase 1n efficiency for belt work. The economy saving there shows 
that in using distillate and in using Diesel fuels that one-third of the gallonage 
per the same unit of power can be saved, and that in saving one-third in gallon- 
age there would also be a saving in cost per gallon of Diesel fuel versus distillate; 
distillate costing approximately on the average 17 to 18 cents a gallon through- 
out the province and the Diesel fuel an average of possibly 11 cents to 15 cents, 
or a saving of another third. Now, the catch in the whole thing, and there 
seems to be a catch in each of these developments, is the at present high cost of 
the Diesel tractor; and the farmer who is studying the situation has to see hours 
ef work enough per year on his farm to effect a saving in fuel economy over a 
period of say 5 years to pay the difference in first cost so that during the 
remaining five years of use some of the increased efficiency can offset possibly 
the increased repair bill, and the rest of the increased efficiency can be consid- 
ered profit to the owner of the tractor. 

Q. What companies are offering Diesels for sale out there?—A. At present 


there are two, McCormick-Deering and the Caterpillar Tractor. 


@. Has there been any change in the price lists of these Diesels they are 
offering for farm purposes recently?—A. Well, Mr. Chairman and gentlemen, 
the Caterpillar Diesel, the R. D.-6—that is the three cylinder Diesel tractor of 
the crawler ty pe—sold in Winnipeg last year for $4,750. 


By Mr. Ward: 


@. Did you say a three cylinder een Yes, a three ‘eylinder Diesel 
engine. 

(. Does it balance all right?—A. Oh, yes. 

Q. What balance has it?—+A. It has a 120° crank shaft. 

Q. I did not know it was possible to balance a marine engine. It has to 
operate on land you see?—A. Oh, yes, there are a great many of these Cater- 
pillar Diesels. We have one of them at the university for our Diesel course and 
she runs just as smoothly for a tractor as a 6 cylinder will for a car—very 
nicely. You would never know from listening as it idles or performs that it 
was a three cylinder engine. The balance is very very satisfactory. 


By Mr. Donnelly: . 


Q. Are they very heavy?—A. Yes, that tractor Sales a in the neighbour- 
hood of 11,000 pounds. It is a crawler. 


By Mr. McLean: 


Q. Is that 40 horse power at the draw bar?—A. Forty horse power at the 
draw bar—let me see, it is called a 35, that means it is—I do not remember 


the Nebraska test but it is very nearly——Caterpillar have this method of rating 


they call it a 45 or a 75, that is the draw bar rating, all the other tractors have 
like 15/27, that means ‘27 horse power on the belt; and as I remember this 


_ tractor it is very nearly 38 some odd on the draw bar. 
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Q. On the draw bar, yes?—A. And a little more on the belt. It is a 
heavy tractor. The present price in Winnipeg on the RD-6 is $3,719, or a 
reduction of $1,000 and some odd over last year’s price. 


By Mr. Graham: | : | | 
Q. What is the suggested explanation of that decrease, do you know?—A. 
I asked a representative of the Caterpillar Company and he told me that it was 
entirely due to the reduction of the duty, their costs were the same and their 
prices were based on all importations and that that was the result. 


By the Chairman: 3 
Q. Are any of these Diesel engines made in smaller size than around 40 
horse power?—A. The RD-4 is the smaller Caterpillar Diesel which is being 
operated, and I have not the Nebraska tests as yet, but its power is very nearly 
40. I tested two of them south of Rosetown two weeks ago and they were 
developing in the neighbourhood of 40 horse power—pulling two one-way disc 

seeders weighing around 3,500 pounds at about 4 miles an hour, so that is a 
fairly heavy tractor. They are practically all that same group. } 

_ * Q. What type of machine is that?—-A. That was the caterpillar type. Now, — 
the McCormick-Deering build two types of Diesels; one the T. series which is 
of the crawler type, and the price so far as I know is the same as last year— 
$3,928 in Regina, and $3,958 in Saskatoon; then the wheel type Diesel manu- 
factured by the International Harvester company was brought out last year 
and was priced at $2,515 in Saskatoon—I remember, at the fair—and the price 
quotation to-day at Saskatoon is $2,515, and the Regina price is $2,496. I 
enquired about the price of the WD-40 in Wolf Point to see if the Diesel 
tractor was being sold cheaper in the United States than it was in Canada and 
I found that at Wolf Point the tractor was selling at $2,356.57, and at Regina 
it was $2,496. Wolf Point really compares with Saskatoon territory which 
means $2,356 as compared with $2,515; but I have no record of a definite 


reduction in the Diesel tractor as far as the International Harvester company ~— 


is concerned. 

Q. Now, then, I want to ask you this question, Professor Hardy; there was 
some little material submitted by Dr. Hopkins of the experimental farm on the 
standardization of either implements or parts being a practical suggestion. Have 
you ever considered that question of the standardization of farm implements? 


—A. Mr. Chairman, I am a member of the American Society of Agricultural — 


Engineers in the States and there has been a standardization committee of the 
society for I should say at least 20 years, and this committee is made up of 
independent engineers and engineers representing the implement companies, 
and it was through the efforts of this committee that the power. take off 
standards were completed. And the reason for the standards of power take off 
were primarily due to the fact that there is an interchange of machinery. I may 
have a John Deere tractor driving a McCormick-Deering binder, or I may 
have a Caterpillar tractor drawing .a McCormick-Deering binder. It is disas- 
trous if I try to-connect the power take off and the joints won’t fit; and con- 
sequently standardization has been adopted and effected where tractors and 


implements of different companies are being used. Another place where a 


standardization has been developed is in the height of the draw bar. Tractors 
used to and still do vary some, but there was a drastic variation in the height 
of the draw bar, and I could buy a one-way dise to be drawn with an Allis- 
Chalmers tractor and the draw bar on the one-way dise would be far too high 
for the tractor; and consequently they have come together in that way. And, 
Mr. Chairman, that is very necessary, because it is an impossible situation to 
either have to use one line of machinery right through because of the fact that 
you own one tractor, or have to rebuild each machine to be operated with a 
[Professor E. A. Hardy.] ee 
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definite tractor that you might have. With regard to standardization, however, 
of parts, tractor companies have of course followed the automotive engineering 
standards in bolts and nuts, and have followed the society of automotive 
engineers standard practice to a large degree in straight terms. 

Q. What about farm implements, the smaller implements?—A. As far as 
farm implements are concerned the standardization has not gone very far, 
although there has been a definite opposition or criticism at least to the 

general idea of standardization in that it tends to trouble the imagination of 
the designers to some extent and would hinder development; that is, if you 
were to say this, that the manufacturing companies in Canada would pool all 
their patents on a binder and build one binder—that is an extreme of standardiza- 
tion is it not, and that has not been done at all. 

Q. Are there certain features of farm implements which could easily be 
standardized without resulting in the rigidity that you speak of ?—A. Yes, I think 
so. That is, in plough design and in dise design for instance, a great many manu- 
facturers who build dise ploughs build the plough and buy the dise and the disc 

is pretty well standard to all ploughs. A great many who build dise harrows buy 
the discs. Now, some of them have discs made specially for their own with 
more dish. These, however, could be standardized and whether a company 

- would be able to supply discs very much cheaper because of the company 
accepting a standard disc I am not prepared to say. But generally there is no 

— doubt but what a disc manufacturing company if they could put out several 

- million discs of the same design would probably make the price lower than if 

they were batch lots specially designed for each individual manufacturer. 

Q. And that would be illustrative of possibly other features of different 
implements?—A. Yes. I feel though, Mr. Chairman, that the farm machinery 
industry have probably studied standardization and followed it about on a 
par with the automobile industry. I find this little fault against it in the case 
of competition, plough shares for instance; a plough is a plough and in the 
United States I have found that plough shares were sold by Sears Roebuck & 
Company, and a number of companies, that would fit anybody’s plough at a 
lower price than regular plough shares; and that there was a little hesitancy 
on the part of designers and manufacturing companies to design their imple- 
ments’ standard in such a way, not that they feel it is bad business but that 
they loose the business entirely by some other concern coming in and running 
a competitive line of repairs to meet the whole series of ploughs. 

. Mr. McLean: Specialty houses. 

; Wrirness: Yes, specialty houses; and they I think quite legitimately feel 
that they should protect their own business in that way. They I might say, 
Mr. Chairman, have met the competition by building their own shares and selling 
them at competitive prices; so that as far as I can see that particular item would 
not have any effect, of course. 


By Mr. Needham: 

Q. A thing that used to make a great amount of dissatisfaction in the small 
line was sections for a binder?—A. Yes. . 
: Q. I have seen the day when the International had five different sections and 
sometimes you could get a carload direct from Chicago of binders coming from 
eastern Canada and they would use different’ sections, and that was bad?—A. 
m . Yes. 
-Q. Well, a thing like that makes it very inconvenient for the farmer. He 
_ takes out sections and they won't fit and he has to hitch up and go back into 
town again?—A. Yes. I think, however, that some of those have been more 
nearly standardized. I know that was true of mowing machine ledger plates 
and sections for mowers. As a youngster 25 years ago in the shop I can remem- 
ber difficulties that we had there. I think standardization should not be mini- 
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mized, it certainly should be held up as a desirable thing; and wherever stan- 
dardization has been adopted at all, prices normally are lower. 


By Mr. Senn: 

Q. Do you think that standardization would ever be feasible so long as © 

designs change from year to year?—A. Well, not entirely; but yet I do. think 

for instance that there 1s no doubt but what there are certain standard acces- 
sories which never should be altered just to change design. 


By the Chairman: 


@. The cutter bar of the binder and the mower are practically ‘the same or 
all of them?—A. Yes. Undoubtedly any major re-design would go into the 
detail study of every part of the machine. I was thinking of it for instance 
from this angle this morning. We know that practically all of our tractors, at 
least a large group of them, have replaceable liners and pistons for use when 
they become worn. Now, that is the logical thing to think about. Would it be 
or would it not be advisable for all companies to standardize and all have 
cylinders 64 inches in diameter, and have the same liners and pistons, the 
same wrist pins and the same rings. I doubt if they would ever do that. = 


By Mr. Senn: 


(. I believe in that case you could not become 100 per cent aaah with 
regard to all the old machines, as some types of designs have become obsolete 
in other ways?—A. Yes, that is true and quite valuable. For instance, I was 
south of Regina and talked with a man who had a Wallace tractor which he 
bought in 1921. The same cylinders and liners and pistons fit that tractor to-day, 
which is an advantage to this man. That means so far as that company is con- 
cerned over a period of 12 to 14 years they have maintained the same specifica- 
_ tions with regard to cylinder liners and pistons and have kept that standard 
even after having re-designed the tractor, and have improved it possibly 100 | 
per cent. In other parts the same cylinder liners and pistons are available: 
and fit. That I think has been observed by large individual companies. I feel 
probably the plea is to maintain a standard in design and possibly not a stan- 
dard een companies so that an interchange of parts could be had. i 

. It is possible that a change in the bore of a piston would make a better — 
fit?—A. Yes What they did was to increase the speed instead of increasing the 
bore. The valves are larger. They have re- _desioned it almost Se but. 
they have left the liners and cylinders and pistons the same. 

(. Then it is not improved 100 per cent?—A. No. 

Q. In so far as standardization is concerned?—A. No; I am merely feeling 
around to see where it has been done. ’ 


By Mr. Graham: 


Q. Obviously you spent considerable time travelling around and ‘ous 
ing the farm implement problem that the committee is dealing with. Have you 
any concrete suggestions to offer the committee as to how farmers” can secure — 
implements at a lower price?—A. Well, Mr. Chairman, ‘it is very difficult to 
make suggestions. I have had a great many suggestions given me by the men 
and agents to whom I have talked. It seems from studying the set-up of the 
distribution systems and the sales that one of the most expensive parts is the 
collection end. It has been suggested by quite a number that if some standard 
cash payment could be worked out whereby competition could not demand 
possible bidding between companies with regard to credit terms and whereby 
the farmer would have possibly a larger cash equity in his purchase, the losses. 
would be less and consequently the cost of operating that department would be ~ 
less. Then, too, it seemed to me as I visited and discussed the Bes with © 
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the implement companies that there is a tendency in Saskatchewan to compete 
a little one with the other in so far as companies are concerned in setting up a 
large distribution branch system throughout the province. For instance, one 
company has six large branches, expensive branches; another company has 
five, and another four. There was the general tendency to sort of want to follow 
suit, and I wondered—mind you, I have no data—if the distribution of farm 
implements warranted as expensive an overhead set-up as we had there. 

Q. I notice in your material you suggest that the modern implement was 
getting something like the automobile and does not require as much expert 
service. -What would you say to that?—A. Well that is debatable. I suppose 
as long as we have people their mechanical ability will vary. Mr. Chairman, 
there is no doubt less need for an extensive travelling expert service to-day 
than there was ten years ago. The companies, I know, are recognizing that 
fact, and in my brief I refer to the general tendency on the part of the com- 


_panies to develop experts within their own agencies. 


Q. That is, the dealers?—A. Yes, the dealer has become an expért; and 


- to-day he takes care of his district. That certainly will reduce the overhead 


which was normally carried by the farmer through the price of the implement. 
It must have been so, to have an elaborate travelling expert service through- 
out the province. 


— By the Charman: 

Q. In regard to the travelling expert service that you referred to this 
morning, and to which you are now referring, is the farmer not paying for 
that work when he gets service on his machine?—A. No. I may be operating 
a combine and complaining to—well, I shall not say to whom—that this com- 
bine is not giving satisfaction. The dealer wants me to be a satisfied customer, 


and he sends an expert out immediately even if I am 300 miles from the 


centre. The expert will make that combine satisfactory, and then he goes 
away. So far as I am concerned, I imagine, in a conceited way, I have received 
something for nothing. ‘Of course, that is not true. 

Q. That may apply to the first year or so that the machine is put in?—A. 
Yes, normally. 

Q. My experience has been they will send experts out to repair the imple- 
ment, but they will bill you for it later?—A. After that, yes. Yet, it is a 
desirable service. If I have a connecting rod go out on a tractor and I am not 
mechanically inclined and have not the tools, I can phone into the head office 
of the International Harvester company and they will send out a man and I pay 
for his time. Nevertheless they have that man in their employ and he is 
paid by them; whether there is sufficient cash revenue to cover their expenses 
is questionable. As a matter of fact I discussed this with a great many of the 
managers and they showed me that their man costs them $1,200 a year and the 
revenue from him was $900 a year. They pay the difference out of their 
overhead in order to keep him. 


By Mr. McLean: . 

Q. You say you would pay for his time?—A. Yes, to overhaul my tractor 
if I had it a period of years, and I would be billed for his time. That is a 
legitimate charge. 

Q. I believe you said this morning there was a tendency to reduce expert 
service, and it was encouraged very greatly by the increased skill on the part 
of himself?—A. That is true. . 

Q. That is increasing at a very fast rate, is it not?—A. Yes. The younger 
generation are mechanically inclined. I may say a young man on the farm 


_ to-day is certainly a good mechanic, and is meeting that demand for more expert 
operation. 
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By the Charman: is 
Q. There has been a good deal of discussion from time to time on the 
trading in of:old implements on new ones. Had you an opportunity to look into 
that, and can you say anything with regard to it?—A. Yes; I discussed that 
with a number of agents. Now I might give you one illustration to show that 
point. An agent down at Minton, Saskatchewan, of the International Harvester — 
company sold a 28 run drill to a farmer for cash. He told me that he had 
a certain margin, we will say $45, for handling the drill; that the freight on 
that drill from Weyburn to Minton was approximately $18 or $19; that he had 
an allowance of $6 for setting it up; that he sold it for cash and took in an 
old drill at $79. He sold the drill for $75. He got $25 on his sale, and took 
notes for $50, paid the International Harvester company cash for ths new drill, 
and advanced some $38 to the International and was holding notes in the 
hope if he got his collections he would get his $12.50 commission due him 
still on the exchange. Now, a great many of them find themselves in a worse 
predicament than that. They bid very high on the old implements and then 
cannot sell them for cash, and they are left holding the notes. : 


Mr. McLean: And do not get paid for them. 
The CHAIRMAN: The trade-in matter is confined to the agent? 
Witness: Yes. 3 


By Mr. Graham: 


Q. Except in tractors, I believe?—A. Well in tractors—the company will 
take them in and rebuild them. They are appraised by the company man so — 
that they know what they are worth, and the allowances are probably less. 


The CuarrMaAn: Are there any other questions the members would like to 
ask Professor Hardy? 


By Mr. Perley: ak 


Q. I should like to ask a question about the new carbureter and the high - 
efficiency of it. Have you heard anything about this new Pogue carbureter?— 
A. Yes, I have. | 

Q. Have you made any investigations?—A. I have been unable to make © 
any investigation. Our own opinion is the diesel engine which was put in an 
Auburn car and driven across the country last year by Cummins, the Cummins | 
diesel, increased the efficiency of the Auburn car 100 per cent; that is, he drove — 
from New York to Los Angeles, 3,700 odd miles, at the rate of 41 miles to an ~ 
imperial gallon. I have converted the figures to imperial gallons. An Auburn 
car in good condition might make 20 miles to the gallon with its gasoline engine; 
so there is a legitimate increase of from 20 to 40 miles. The reason that the 
diesel can obtain that excellent efficiency is this: The loss in heat through the 
exhaust is reduced approximately one-third. We lose 40 per cent of the heat 
liberated in the fuel through the exhaust. The temperature of the exhaust, 
as we have tested them in our laboratory is 1050 to 1100 degrees Fahrenheit. 
The temperature of the exhaust of the McCormac Deering diesel engine that 
we tested one month and a half ago in our laboratory was 650 degrees Fahren- — 
heit, reducing the temperature of the exhaust considerably and resulting in a 
net saving. Then, too, combustion of the fuel is more complete because of the 
fact the fuel is interjected into a highly heated air atmosphere where there is 
an excess of oxygen available resulting again in a legitimate saving of heat 
energy and fuel energy which in turn increases the efficiency. Now, those are 
all definite and there is no imagination, no mystery about them. According 
to the Society of Automotive Engineers Journal back about February, one of 
our most authoritative engineers—I have forgotten his name; this is all 
extemporaneous—stated there was no rabbit in the hat so far as fuel economy 
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was concerned; that every item of combustion was known. We know where 
the losses are; we know that normally the automobile engine can be made 
probably to develop the mileage. As a matter of fact the automobile engine 
in the last three or four years has improved the mileage by high compression 
and the use of anti-knock fuels from 10 to 12 per cent. So, as far as theory is 
concerned, as far as thermo-dynamics are concerned, as far as engineering is 
concerned we cannot find a foundation for 100 miles to the gallon or 200 miles 
to the gallon at all. And while I am very much interested in his process which 
is to convert the fuel air vapour into a dry gas and then burn it, I do not 
doubt at all, Mr. Chairman and gentlemen, but what there is a definite economy 
in the procedure, but until I can see an accurate A.A.A. observed test—that 
means the test will be. observed by some recognized automobile association or 
some recognized engineering institute, not an analysis necessarily, but observed 
and checked up—I cannot believe that the records are authoritative. 

@. You spoke this morning about equalizing prices and you mentioned 
implement companies pooling freight. Do you think that is fair? Is it not 


discriminating against certain sections?—A. I mentioned that in discussing 


repairs. There would be no repairs—well, I suppose, implements still— 


Q. Pardon me. In the southern part of the province of Saskatchewan there. 


is a large farming area; in the northern part of the province there are smaller 


farms; therefore implements would last much longer in the northern part than 
the southern part. Would it be fair for the southern farmer to pool the freight? 
—A. If the implement companies are raising the prices and we presume that 


-a man in Assiniboia could buy a binder the same price as a man in Lloydminster 


and the volume of business at Lloydminster is very small and the volume of 


~~ business at Assiniboia is greater, | would not say it was. And yet if the imple- 


ment companies are absorbing that freight to make it possible for the small 
volume of business at Lloydminster to be carried at a lower price, then I would 
say yes. 


_ By Mr. McLean: 


Q. On the other hand, if a man at Lloydminster or some other point in the 
north should pay for his implement and the other man could not, in certain 
circumstances they would move their warehouse and distribute from the north 
and the fellow in the south would have the added freight?—A. Yes. 


Mr. Puritey: Heads I win, tails you lose. 


By Mr. Senn: 


Q@. Have you made any study of the relative advantages of motor-driven 
implements and horse-driven implements?—A. Yes, we have. We find in Sas- 


_ katchewan that this general situation has worked out that in the areas where 


motor driven machines operate most efficiently we find the greatest number of 
motor driven machines in use, and in the areas where a motor driven machine 


is not practicable and is not the most efficient type of power we find them used 


only by those who have a hobby, or feel that they can afford to do it irrespective 
of the efficiency. For instance, we have the plains areas: Regina, Weyburn, 
Rosetown, Elrose, Kindersley, Melfort and Tisdale—a flat, ideally suited area 


for motor driven power. 


Q. Large farms?—A. Large farms. And we find in those areas tractors 
being used, and being used sometimes exclusively. Generally speaking, however, 


q we find quite a well balanced horse tractor power unit on the farm; and in the - 


— == \ 
? 


a 


= 


rolling land where the fields are irregular and where tractors operate, you might 
say, inefficiently and questionably, the tractor is used there for threshing and 
for belt purposes and for emergency, summer-fallow or summer tillage work, 
and the horse units are balanced so that they can work steadily throughout the 
entire season. Now, with exceptions, that is the way you will find it in Sas- 
katchewan. 
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Q. That is not an answer to my question after all. Even on large farms, 


where the tractor units are, perhaps, more efficient, have you made a study of 
whether horse-drawn vehicles or implements could not be operated more 
economically?—-A. You mean from a farm management standpoint? 

Q. Yes; the actual cost of operation?—A. No, we have not. The farm 
management department would know. Possibly Mr. Rutherford could tell you 
definitely. He is acquainted with Dr. Allen’s farm management studies, but 


we have not set up anything like that. In a number of instances in the United © 


States they have set up farms and have operated them with different power 
units and kept accurate cost results, but we have not had the money nor the 
staff to carry on experiments like that. | Pe gene | 

Q. You say that might be obtained from another source?—A. The results 
of Dr. Allen’s studies might throw some light on that subject if it was worked 
out in that way. For instance, in Dr. Allen’s farm management studies in Just 
these same areas they have costs and experiences from farmers using tractors 
-and from farmers using horses; but whether they are comparable or whether the 
conditions are at all comparable, I. do not know. This bulletin has been handed 
tome. It is a survey on probable net revenues—a study of probable net revenues 
for the principal soil types in Saskatchewan. “For the half-section and section 


farms the operating statements are based on the assumption that the field draft 
power is supplied by horses. After preparation of statements for mechanically — 
operated section farms, it was apparent that with prices assumed for wheat and — 


gasoline the tractor operation of section farms is generally less satisfactory 
than operation with horse power. For the farms of two sections in area, where 
conditions permit, mechanical operation is usually preferable. Consequently, 
the statements prepared for these larger farms relate to field draft power being 
supplied by tractors.” 

This is bulletin No. 64, Agricultural Extension, studies of probable net farm 
revenues for the principal soil types in Saskatchewan, and this quotation is found 
on page 5. aia 


The Cuatrman: Are there any other questions you would like to ask Pro- — 


fessor Hardy? 


By Mr. McLean; “ 
Q. I understood you to say that the I.H.C. shipped west from Hamilton 


through Minneapolis?—A. When I was discussing the North Dakota shipments. — 


Implements made in Hamilton were not shipped directly to those agencies from — 


Hamilton, but were shipped from Hamilton through Minneapolis. — | 
Q. To southern Saskatchewan?—-A. No, to Montana and North Dakota. — 
Q. Implements made in Hamilton were shipped to the United States through 
Minneapolis?—A. Yes. For instance, I understand that field cultivators and 
the big drill were manufactured at Hamilton and were being suppliea'to North 


Dakota and Montana from Hamilton through Minneapolis. There would be no 


shipments through Minneapolis to Saskatchewan. 

Q. You said that the Minneapolis Marine Company was now on an all-cash 
basis and that repairs were cash. I think that happened about a year ago, did it 
-not?-—A. Yes. af 

Q. Did you notice much change in their prices at that time?—A. I asked 


them about prices and they said that they had no definite price list, that they — ; 


were clearing up excessive stocks at bargain prices. For instance, I had a 
number of enquiries during the winter, farmers writing in about the Twin City 
tractors because it was possible to get bargain prices, and their prices were based 
on all-cash. Now, as far as I know—I had an interview with both the Saskatoon 
and Regina managers—they have no altered price list, but their whole work has 
been to clean up the large inventories that they had at set rates for cash. 
Q. They made reductions of about one-quarter to one-third?—A. Yes. 
[Professor HK. A. Hardy.] : . ae 


_ AGRICULTURE AND COLONIZATION 343 


3 Q. Twenty-five per cent to thirty-three per cent on what they had, and that 
_ was for stuff they had on hand?—A. Pretty well. He told me that they had not 
_ been shipping in volume at all; that they had just been maintaining repair stocks’ 
and were cleaning them out at that figure. 
By Mr. Senn: ; , 
Q. Returning to shipments from Hamilton to Minneapolis, could you say 
- whether that is a general practice, or just to meet some unusual situation?—A. 
Mr. Chairman, I cannot tell, because the men with whom I spoke did not know. 
_ They said they understood they had something on their invoices about Hamilton 
_ shipments through Minneapolis. We were asking them—for instance, we were 
_ trying to figure out why it was that a drill and some of the field cultivators were 
- more expensive in the United States along the border than in Canada, and it was 
admitted that it was due to the extra freight from Hamilton to Minneapolis and 
_ out through the distribution that was responsible for that, because we found that 
drills and wide field cultivators were more expensive, generally speaking, in 
the United States than they were in Canada. 
E: Q. As a matter of fact, the trade statistics will show that that has always 
been of short duration?—A. I do not know. We had access to no figures—that is 
back of 1936. 


By Mr. Needham: ) 
€). Is it not since their large cultivator and drill were manufactured, and they 
were not manufacturing over there?—A. Yes, yet the same reason was true 
for the John Deere implements, and it was rather funny. We did not work out 
a satisfactory solution as far as our own minds were concerned. 


By. Mr. M cLean; 


Q. The John Deere Company were making the large implements in the 
United States?—A. Yes, and sending them to Montana and Saskatchewan and 
_ selling them cheaper in Saskatchewan than in Montana and Dakota. 


The CuHairman: I may say that the committee is very grateful to you, 

doctor, for the material you have gathered. You have given a lot of attention to 

it, and I am sure I voice the feeling of the committee when I say that we appre- 
ciate what you and your department have done for us. | 


-.. 


Witness retired. ‘ 


The CHairman: Now, gentlemen, the honourable Mr. Taggart, Minister of 
_ Agriculture for Saskatchewan, is here. He is down here on business and he has 
asked the privilege of appearing before this committee, If it is agreeable we 
-will call Mr. Taggart now. 


JAMES G. Taaeart, called. 


| By the Chairman: 


Q. I think I should advise the committee, Mr. Taggart, that you were 
formerly connected with the Swift Current experimental farm?—A. Yes. 

Q. How long were you there?—A. Fourteen years. 

. Q. And you did a good deal of experimental work in connection with agri- 
] cultural implements, did you?—A. Yes. 

3 a Both from the standpoint of the farmer and the implements companies? 
—A. Yes. 

The CuHatrman: So, gentlemen, Mr. T aggart is particularly well equipped 
to assist us in gathering the information which we want. Proceed, Mr. Taggart. 
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Wirness: Mr. Chairman and gentlemen, I feel that Professor Hardy has 


really adequately dealt with the Saskatchewan situation, and, perhaps, I 
should not impose upon your time to make any further observations. However, 
through the kindness of your chairman I am permitted to say a few words. 
I accompanied Professor Hardy on part of his trip in making the investigations 
he has described, and I am sure that he has, in my opinion, pretty fully and very 
fairly set out the situation as he found it. I wish to assure you on behalf of the 
Saskatchewan government that we are very glad indeed to have the opportunity 
of assisting this committee by making Dr. Hardy’s services available and 
assisting him in making the survey which he did in the field and among the 
implement dealers. . 


| However, there is one aspect of the situation in Saskatchewan which Dr. 
Hardy deliberately did not deal with fully, and that might be described as 
the economic position of the farmer. If I might do so, I should like to take 


a few minutes to describe that phase and to indicate to you what I believe to be — 


the urgent need of the farmer for lower cost implements as well, perhaps, 
incidentally, as lower costs for many other things that the farmer has to buy. 
First, I may say that there are 136,400 farmers in Saskatchewan according to 
the 1931 census. In addition to the 136,400 farmers odd there are regularly 


employed by the farmers more than 12,000 people. There are the family 


employees—the workers on those farms—who, perhaps, cannot be called 
employees because they are, probably, not paid, and they number about 40,000. 
There are 100,000 or more seasonal employees who work on an average of, 
perhaps, eight weeks. This just gives you some idea of the number of people 
who are directly affected by the economic position of agriculture in the province 
of Saskatchewan. In addition, of course, as we all recognize, there are many 
other people who are indirectly affected by the economic position of agriculture, 
almost to the same extent as the farmer is. 


The second aspect of the situation in Saskatchewan which I want to deal 
» with is this, that no matter what type of farming we practise, except, perhaps, 


ranching, we must cultivate the soil, grow and harvest the crops. That is to say, — 


if we are raising hogs or producing dairy products, the animals must be fed ~ 


at certain seasons of the year anyway, and to feed these animals we must 
cultivate the soil and produce crops. So that we cannot escape the cost of 


implements by changing our type of farming. As a matter of fact, if we diversi- © 


fied our agriculture to any considerable extent we might actually increase the 
cost of implements by reason of the fact that a diversity in agriculture may and 


probably will call for a greater diversity in the implements. The area of land ~ 


under cultivation in Saskatchewan is approximately 30,000,000 acres, and the 
cultivation of that soil and the harvesting of the crops grown on it—when they 
do grow, and they do sometimes—involves the use of a great deal of equipment. 
As a matter of fact, we all recognize clearly that agriculture in Saskatchewan is 
utterly impossible without inadequate equipment. There is no possibility of 
people living by agriculture in that province unless they have command of a 


reasonable quantity of equipment in reasonably good condition and at a reason-- 


able cost. 


Now, there may be disputes and differences of opinion as to how important — 


equipment actually is in the farmer’s entire set-up, and you may get, or, 
probably have had, different estimates of the importance of the item described 
as implements. We have attempted to get at this question from several 
different points of view; but I can cite two figures which may be of value to the 
committee. JI will not guarantee that they are absolutely accurate, but they 


represent the best opinion we can get at the moment. One is that over a long ~ 


period of years the farmer should spend—and when he has the money he does — 
spend—between 13 per cent and 14 per cent of the inventory value of his — 


equipment each year for repairs and replacements. So that if you get an accurate 
[Hon. J. G. Taggart, B.S.A.] ; : 


4 


; 


oy AGRICULTURE AND COLONIZATION 345 


survey as to the inventory value of the equipment you can, by taking 13 per 
cent or 14 per cent of that figure, determine what the annual upkeep or main- 
tenance charge ought to be. 
The other point of view from which we have attacked this question is to try 
to determine what percentage of the farmers’ gross or total income is used to 
purchase implements and keep implements in repair. Dr. Allen, whose surveys 
Professor Hardy referred to a few moments ago, gives the opinion that he, in 
turn, obtained from the farmers, that roughly 10 per cent or slightly more of 


the farmer’s total cash income is used each year for replacement and repair of 


implements, or, perhaps, I should say, equipment rather than implements. I 
have seen statements in the public press and elsewhere attributed to different 
people to the effect that the farmers of western Canada spend only 3 per cent 
of their income for implements and replacements. Any surveys or any accurate 
figures we can get are in entire disagreement with that figure. I do not want 
to burden you with details as to how these figures are reached, but if any, member 
of the committee cares to do so he can check the reports which Professor Hardy 
has filed, and he can find the basic figures upon which these statements are 
made. 

Another aspect of this question is to attempt to determine what has hap- 
pened to the farmer or to his equipment during a period of depression and crop 
failure. It would seem, as far as we can get at the facts, that in periods of 


good crops and good prices the farmers tend to spend more than the normal 


amount for equipment; and, of course, during the years of low prices and low 
income they tend to spend less. It would seem that since 1930 the farmers of 
Saskatchewan have spent annually less than 6 per cent of the inventory value 
of their equipment each year, whereas to maintain that equipment in a proper 
working condition it would appear from some surveys that they should have 


spent 13 per cent of the inventory value. You can see, then, that there must 


have been during the period since 1930 a progressive deterioration in the quality, 


value and condition of equipment, so that at the present time the equipment 


must be—and observations bear this out—at a lower point in as far as condition 
is concerned. 


By Mr. Perley: 


(. May I ask with regard to inventory value, how you arrive at that?—A. 
That is the statement of the farmer as to the value of his equipment at the 
present moment. | 

Q. That is the price he puts on it?—A. Yes. The surveys to which I referred, 
made by Dr. Allen, included reports from something like 2,500 farmers. 

@. How do you arrive at that inventory value?—A. That is a statement 
of the farmer himself as to the value of his equipment at the present moment. 

Q. That is the price that he puts it at?—A. Yes. That is to say, the surveys 
to which I referred, made by Dr. Allen, included reports from something like 
2,900 farmers; and those 1eports were obtained by personal visits to the farmers 
and not by questionnaires. 

Q. That would vary considerably from year to year?—A. Yes, that varies 
from one year to the other, and with conditions in different districts. But this 
is an attempt to apply one figure to the whole province, which is naturally not 
right for any one spot. 


By Mr. Senn: 


Q. You could not say what percentage of that 13 or 14 per cent would be 
the purchase price of repairs and new machinery?—A. As I recall the figure— 
perhaps I can get that figure for you accurately—the survey figures indicate 


_ that the annual expenditure on this 13 per cent basis for the purchase of equip- 
_ ment was $219, and the annual expenditure for repairs was $60, making a total 
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of $279, which is roughly 13 per cent of the stated anton? value of the total 


equipment ; and that in turn is about 10-3 per cent of the stated value of the 
farmer’s income during the same period. 


By Hon. Mr. Gardiner: 
Q. A little more than three for implements for every one of repairs?—A. 


Yes, that would be about right. What I have said indicates that the farmer 


must be at this moment at nearly the end of his rope in so far as his present 
equipment is concerned; and it would seem that, accordingly, within the next 
year or two regardless of cost or anything else, if the farmer is to continue 
farming he will have to make extensive replacements of that equipment. I have 
talked to many farmers about this, and have observed a good many of them in 
action, and I am inclined to the view that while theoretically the farmer may 
have to make those replacements, he actually will not do so to any great extent 
until either the price comes down to somewhere near his level of values, or his 
incqme on the other hand goes up to somewhere to meet the present prices of 
implements. Even though in many cases he might be able to do so by stinting 
himself in other directions, he will hold out against making these purchases as 


long as he possibly can. I think, if you ask Professor Hardy the question, he ~ 


would verify the statement I am ‘about. to make, that we saw on our trip many 
cases of implements tied together with baling wire, mended by home-made 
devices in.such a way as to enable the man to carry on and get his crop in, and 
he got it in reasonably satisfactorily. That is the only reaction the farmer can 
put up to the high prices which prevail for the implements which he buys— 
refuse to buy and hold out as long as he can possibly hold out by resorting to 
all of these makeshift devices. Any person who has lived in southern Saskatche- 
wan for the last six years knows that the farmer is full of ability and full of 


ideas when it comes to getting by without spending any large sums of money 


- for equipment. 
Mr. McLran: Hear, hear. 
Mr. Jounston: Or haydue else. 


Wirness: I am saying this not because I think it is a sean thing that 
the farmer should have to do that, but because it is the natural and only reac- — 


tion that he can give to the situation; and I am saying it to the implement com- 
panies, if they happen to hear what E say, that they need not expect an extensive 
lucrative business until either their prices come within the farmer’s reach by 


reduced cost or his income goes up within reach of the present prices of — 


implements. 


By Mr. McLean: 


Q. It is a good thing that he is able to do that, if he has to?—A. It is his 
only defence; and it is a very lucky thing that he is able to do it. 
I wanted to emphasize that point because I think it is really important i in 


trying to evaluate and judge the situation and determine what is going to — 
happen. It is true, as Professor Hardy says, if you go from Rosetown to Swift . 


Current at the present time you will find in the fields a fair number of new 
implements. You will find a fair number of new tractors. But in that district, 


particularly the heavy soil part of it, there was a very good crop last year 


produced on large farms by extensive methods, and the total value of the crop 
per farm was reasonably high. These men were in a position to make outlays 
which could not be made by a great many other farmers in other parts of the 


province where the crop per farm is small; even though a high yield i is obtained E 
the total value of the crop may not be great. Even in this district where pur- _ 


chases have been good in the last few months, my guess would be that perhaps 
not ten per cent of the farmers have bought any new equipment in the last two. 
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or three years. So the great majority of them are still holding out against the 
purchase of any great quantity of equipment of any kind. I believe at the 
present time that agriculture has definitely entered the up-grade in western 
Canada, and is therefore able to bear the increased costs which are indicated 
in the price lists of some of the implement companies. As a matter of fact, in 
Saskatchewan in 1935 the total income of the farmers was greater than it was 
the year before. I believe that in Manitoba and Alberta the reverse was true. 
In any event, such upturn as there may have been in the farm income 1s not 
very great, and certainly the income of all the farmers in the province of 
Saskatchewan i is still very much below what it was between the years 1922 and 
1930. I should like to give you a few figures to indicate that situation, because 
it is really startling to people who have not studied the matter carefully, I am 
not suggesting that the members of this committee have not done that, but it is 
very possible that what we say here may be read by people elsewhere. 

We have two methods, usually, among the statisticians of presenting agri- 
cultural income. One is to give us the total estimated value of all the produc- 
tion. For example, in a certain year they will tell us that the province produced 
114 million bushels of wheat and that is worth so much money; it produced 80 
million bushels of oats and that is worth so much money and so on. The other 
method is to estimate the details of what products were actually sold from the 
farms and at what price they actually were sold. When we-use those two differ- 
-ent methods we arrive at two quite different figures. For example, when we take 
the total value of the production of oats and barley, and then estimate again 
the total value of the production of beef and pork and add the two together, we 
are really adding together the same thing, because oats and barley are used to 
feed the pigs and cattle which produce the pork and the beef; and really there 
is only one revenue there to the farmer, and not two. I have taken the method 
which attempts to show the actual value of the sales of the various products 
from the farms of Saskatchewan. In the year 1935 our nearest estimate is that 
the value of the wheat sales from all the farms in the province was $68,400,000; 
that the value of the other grain sold was $5,515,000; that the value of the dairy 
products sold was $6,250,000; that the value of wool sold was $134,000; that 
the value of poultry and poultry products sold was $3,000,000; that the ‘value 
of cattle sold was $7,387,000; that the value of pigs sold was’ $3. 744,000. 


By Mr. McLean: 


@. What was that for pigs?—A. $3,744,000. 

@. Thank you.—A. And that the value of sheep—it might better be described 
as mutton or lambs—was $328,000; and the value of horses sold was $354,000. 
That value, I might say, does not include the value of the sales from one farm 
to the other in the same district. It includes the value of the horses actually 
sold off the farms, and not internal sales from one farm to another. That gives 
us a total of $95,112,000, and it gives us an average of $708 per farm. 

I wish to make an explanation there to the effect that we have regarded as 
farms only farms which are 51 acres or more in extent. In the 1931 census 
which I quoted to you a few moments ago it gave us 136,400 farms, but the 
farmers who occupied 51 acres or more numbered actually 134,400; that is to 
say there were 2,000 enterprises listed as farms where the operations were on 
less than 50 acres, and we have thrown them out of the calculation because we © 
think that some of them are not properly regarded as farms. The total gross 
sales of all the farms of Saskatchewan within this limit for the year 1935 were 
estimated at $95,112,000, and that gives you a value of $708 per farm. 

Now, in order not to weary you with too many figures, I might give you the 
totals including these same products for a number of years back from 1935. In 
the year 1934 the total value of sales was $81,406,000; in 1933 the total value 

in sales was $70,828,000; and in 1932 it was $72,179,000; and in 1931 it was 
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$66,206,000; in 1930 the total volume of sales was $101,800,000; in 1929—a 
memorable year, the year we dropped off the end of the plank—it was $179,675,- 
000; in 1928 it was $273,566,000; in 1927 it was $272,405,000; in 1926 it was 
$264,996,000; and in 1925 the total value of sales was $333,894,000. That is 
as far as I have examined the record. 1925 gave the farmers of Saskatchewan 
the largest total income they ever had in any one year, but you will notice that 
between this year, 1925, and 1929, the income ranged from $179,000,000 to 
$333,000,000. The income per farm on the lowest year, 1931, was $493; and the 
income per farm in the highest year we have here, 1925, was $2,856. Now, I 
do not want to weary you with further figures, but with these figures you may 
make any comparisons you like and work out the average for the last four years 
or the last five years and compare that with the average for the earlier years. 
You can do it any way you like, but you will find that the income of the farmers 
of Saskatchewan in the last six years has been but 25 or 30 per cent of what 
it was in the preceding six years. 


By Mr. Spence: 


Q. Do you know whether there were horses on all these farms? Is that 
condition not true with respect to other lines of business?—A. I do not know 
whether that is true there—I have no other figures. I do not know of any other 
line of business in which income has dropped from 100 to 25. Quite a few of 
the farmers were wiped out. However, I am not talking about other figures at 
the moment. 

Q. Have you seen any similar figures for say the Province of Ontario?— 
A. No, I haven’t, Mr. Spence. There has been I know a heavy decline in the 
income of Ontario farmers; but what it is compared to this, I do not know. 


Mr. Pertry: I never took out my binder in 1931 at all. 
Wirness: That was one year in which you did not wear your binder out. 
Mr. McLean: You saved the 10 per cent that year. 


Mr. Periey: It would last a long while if you didn’t have to use it any 
more than you did in 1931. 


Wirness: There are many other figures bearing on this same problem which 
I could give to the Committee and which I am prepared to leave with the 
Committee, although I do not think you would be justified in having them 
printed; but there are some figures here in which members of the Committee 
might be interested in examining. I will leave them with the Committee, if 
you wish to have them. ee 

Now, let me just for a moment deal with a different aspect of the question. 
It is one which was raised during Professor Hardy’s presentation, and it is one 
of considerable interest and importance in a study of this kind. I think the 
question was asked of Professor Hardy as to the relative merits of trastors and 
horses for farm operation in Saskatchewan; and I think Professor Hardy’s 
answer was quite within the facts. But I should like to indicate just a little 
more definitely the very great importance of distinguishing between areas when 
liscussing this problem. For purposes of comparison I have taken two typical 
rural municipalities in Saskatchewan. One of them is near Yorkton, and the 
other one is near Rosetown; both in the central part of the province, ‘and each 


about 200 miles north of the international boundary, and the one at Rosetown — 


about 200 miles further west than the one at Yorkton. According to the 1931 
census we find that in the Yorkton municipality there were 481 farmers, and in 
the Rosetown municipality there were 391. The total area occupied by farmers 
in the Yorkton municipality was 183,000 acres, and in the Rosetown municipality 
there were 196,000 acres occupied as farms. The acreage of wheat in the ~ 
Yorkton municipality was 33,000, and the acreage of wheat in the Rosetown 
municipality was 96,700. The acreage of oats in the Yorkton TURD AEE was 
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16,800, and in the Rosetown municipality it was 10,200. The number of horses 
in the Yorkton municipality was 4,150, and in the Rosetown municipality it 
was 2,158. The acreage of cultivated land for each horse in the Yorkton muni- 
cipality was just under 22 and the acreage of cultivated land for each horse in 
the Rosetown municipality was just over 81. 


By Mr. Senn: 


‘Q. Would that be work horses, or all horses?—-A. All horses, as a matter 
of fact. It would be about the same in the two municipalities. I am merely 
comparing the one with the other. I was giving figures. Now, we believe, in 
fact we know from many observations, that with a reasonably efficient set- 
up of horse equipment and land one work horse can operate about 35 acres in 
Saskatchewan. 

But here we have a municipality in which if there is no other form of power, 
work horses of all kinds would be operating nearly 82 acres. Obviously a large 
part of the power used on the farm in the Rosetown municipality comes from 
tractors; and obviously the reason for that is that the people in the municipality 
are almost exclusively devoted to the growing of wheat. And the further reason 
why they are devoted to the growing of wheat is that wheat is the most 
productive crop they can grow, the most valuable crop per acre to grow there. 
It is subjected to fewer failures. They may be numerous now, but they are 
fewer than any other crop that can be grown in the municipality. It is for 
that reason they devote themselves to the growing of wheat. Moreover the 
topography of their country, the nature of their soil, are both such as to facilitate 
the use of tractors. Another interesting aspect of this comparison is that in the 
Yorkton municipality there are 7,400 cattle of all kinds. In the Rosetown 
municipality there are 1,660 cattle of all kinds. 1,660 cattle distributed among 
more or less evenly 390 farmers, just enough cattle approximately to supply the 
domestic needs of the people in the district; whereas in the Yorkton municipality 
where there is a considerable acreage of waste land the cattle population 
constitutes an important source of income commercially to these people, and 
these cattle incidentally are pastured mostly on waste land which could not be 
economically used otherwise. 

Now, I give you those comparisons, or a comparison of the two muni- 
cipalities. for the purpose of pointing out that there is no single simple answer 
as to whether tractors or horses are more efficient. 


By Mr. McLean: 

Q. You have no figures for hogs in those two municipalities?—A. Yes, I have. 

@. They would be interesting, I think.—A. It all depends upon the conditions 
under which these people are working. The hog population in Yorkton, according 
to the 1931 census, was 3,765; in the Rosetown municipality, 2,673. Now, those 
figures are nearer together than one would expect and the reason why is that in 
both cases apparently a considerable percentage of the hog population is used 
for the domestic needs of the people themselves. Even in Yorkton municipality 
hogs do not constitute an important source of income to the farmers apart from 
their own food supply. The same situation is true in regard to poultry. There 
are 48,320 poultry of all kinds in the Yorkton municipality and 35,300 in the 
Rosetown municipality; in both cases just a little more than sufficient for the 
domestic needs of the people who live in the municipalities. 


By Mr. Donnelly: 


@. Have you the number of tractors in each of those municipalities?—A. 
I have not. J am sorry. I was not able to obtain that because it was not available 


by municipalities in the statistical report I have. But I know that there must 
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be, considering the acreage of land cultivated in the Rosetown municipality, a 
large number of tractors. Moreover I know the country fairly well; I have been 
all over it, but I do not know the number of tractors. 

Now let me say a word about the farmers’ attitude, and then I shall be 
through. The farmers’ attitude towards the implement companies and the price 
that they pay for machines and parts is rather difficult to summarize in a sense 


for the reason the attitude varies a great deal. There is a certain percentage | 


of the farmers who have bought large amounts of equipment and paid for them 
and operated them satisfactorily. Generally speaking their attitude toward the 
implement companies and towards the price structure is not one of hostility. 
They, of course, would like very much to have lower prices. It would be 
advantageous to them in every way; but they are not raising serious’ objection 
to the present price structure and the present set-up. The number of such men 


in My opinion and in my experience is small. There is, of course, at the other — 


end of the scale a group of men who may also have undertaken to buy large 
quantities of machinery. They have not used them efficiently or satisfactorily 
and perhaps have not paid for them. It does not matter very much to this kind 
of man the kind of implement we give him. He will probably be considerably 
dissatisfied. That kind of man again is small in number. The great majority 
of the farmers in between these two extremes is definitely of the opinion—and it 
is an opinion, of course, based on their interest and their point of view—that 
implements are too costly, and particularly are they too costly in view of the 
income of those same farmers. They could not, from their point of view, see 
any sound reason why the implements, which are vital to the success of their 


business, should continue to be so high in prices and have increased in prices — 


during the time that the farmer’s own income has dropped to very low figures. 
They believe that some other organization ought to be prepared to shoulder at 
least part of the load that the farmer has to carry. They make some suggestions 
—one of them was advanced by Professor Hardy—we heard this from a number 
of men—azd that is that the man who is prepared to pay cash or a substantial 
cash payment ought perhaps to receive a materially greater discount for that 
cash than he does at the present time. Now, on the other hand there may be 
objections to that because it might constitute a hardship on some men who are 
good men but who are not able to pay the cash, or not very much, but who will 
still be able, over a period of years, to pay for the equipment which they need. 
There are two sides to that. Generally speaking the man who has the ability to 


pay believes that he is carrying an undue part of the load involved in bad debts, 


collection costs and the like. 


By Mr. Golding: 


Q. What has been the success of the companies, taking it over a period of 


years, trom 1930, in regard to their collections? Have they been able to collect 
their accounts?—-A. Well, the collections have been bad since 1930. — 


Q. You have no idea what they did write off?—A. I cannot give that to — 


you, although I feel sure the implement companies themselves can give it to 
you, and will give it to you accurately. ; 


By Mr. Spence: 


(. Would it be 20 per cent or 25 per cent?—A. I would not like to make 
any estimate at all, because I have not any facts on which to base my estimate; 
I do not know. 


By Mr. McLean: . 


Q. Is this not true: while there are many accounts at the ‘present not 
collectable and do not appear to be collectable for some time in the future, 
[Hon. J. G. Taggart, B.S.A.] e 


AGRICULTURE AND COLONIZATION | 351 


yet they will not be written off and forgotten, because experience has shown 
in the past they have been able to collect accounts long years after they 
have been forgotten?—A. Yes; I can give you an example of that. I do not 
remember the figures to a high degree of accuracy, but I do remember the 
manager of one of the major implement company’s branch in the western part, 
of the province telling me in one district in western Saskatchewan in the year 
1922 his company had outstanding notes to the extent of $250,000; and that 
beginning with 1922 and ending with 1929 they sold anuually in the district 
some $40,000 worth of implements. They collected cash for their current sales, 
and collected all or practically all of the accounts which were outstanding in 
1922. 

Q. Yes?—A. So that where crops and prices have at all justified it, the 
farmers generally have paid for their implements. | 

Q. Quite so—A. We hope that history will repeat itself with respect to 
crops and prices, and if it does I feel sure many worries will be removed from 
many other business organizations. I have given you one suggestion which 
has come from some farmers as to the means which might be used to reduce 


~ the cost to the man who is able to pay promptly for what he gets. Farmers 


are again of two opinions as to the desirability of reducing the number of branches 
of the implement companies, reducing the amount of service that is available. » 
They see on the one hand in the reduced service or reduced availability of 
parts of machines the possibility of injury to their own business by reason of 
the fact they may not be able to get goods so promptly, they may not be able 
to inspect so rigidly the machines they propose to buy. On the other hand, 
the farmers do realize that the implement companies—perhaps, justifiably, I 
do not know—do seem to have a very elaborate and very costly distribution 
set up, and there may be a possibility of reduced prices in some reductions in 
that distribution set-up. That is worthy of study, at least. It is not offered 
as a direct criticism of the implement companies methods of doing business, 
but is offered as a suggestion as a possible means of reducing the cost to the 
farmers. 

Another point which Dr. Hardy mentioned, I think, incidentally, in his 
talk this morning was that in some cases anyway L.C.L. freight rates from dis- 
tribution points to the farmers’ points are fairly high. It might be possible, 
however, not to reduce L.C.L. rates, but it might be possible to increase the 
number of points to which carloads or part carloads could be distributed. That 
is to say, if one agency is not able to take a full carload, perhaps another agency 
could take part of it and, perhaps, those men could be given the carload rate 
to the first unloading point and then the L.C.L. rate on the balance to the next 
station. I understand it is not possible now, but it might assist if that could be 
worked out. We would, naturally, like to see any advantage of that kind go 
to the farmer who buys the implements rather than to the company, or some- 
body else who handles the implements. The farmers—and as far as that goes 
I am in the same position—are not in a position to offer any statistics as to 
the implement companies’ business back of the small warehouse. We do not 
know as farmers anything about the manufacturing of machinery. We may have 
opinions, but, of course, we have no knowledge; and for that reason we cannot 
offer any suggestions at all. There are some things, however, which occur in 
the country which cause us to ask questions, and one of them is this: We are 
looking to the future now with the expectation of getting crops and prices 
which will justify some purchases. There has been a tendency at times, 
especially at boom times when implements were selling freely, for implement 
companies to put on the market with some degree of pressure, perhaps, behind 
them, implements which were not wholly worked out to a point where they were 
satisfactory. Farmers, in many cases, have had to bear perhaps too great a 
percentage of the cost of developing new machines—that is some farmers— 
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the venturesome ones certainly have had to bear that cost. One of the sug- 
gestions, therefore, that farmers are inclined to make is that new implements 
should be introduced slowly and cautiously, and only after the most thorough © 
testing of those machines to be sure that they are right mechanically and that 
they will be useful for the purpose they are intended to serve, and that they are 
actually needed. We are not suggesting that there should be no advancement 
and no progress in the implement industry, but we are suggesting real caution. 
in the hasty manufacture of new machines of new designs and the hasty sale 
of those to farmers before those machines have been thoroughly tried and tested 
for the conditions under which they are to work. Such actions have resulted 
in losses, I think, not only to the farmers but to the implement companies as 
well; so that in the interest of both, caution in that direction seems to be highly 
desirable. I do not think we should attempt to give specific examples of that 
situation, although I think I could do so. All we can see from the farmer’s 
point of view is, first, that the farmer’s purchasing power is down to such a 
point that he is not in a position to buy implements in any volume; he is not 
in a position even to keep in repair the implements he has at the present time 
at present prices. He thinks that from the part of the organization which can 
be seen that it might be possible to reduce prices by a more cautious sales policy 
with respect to extended credit and cost of collection; and it may be possible to 
reduce cost to the implement companies in general by, in some cases, a more 
cautious development policy with respect to new and untried machines. ~ It 
might be possible to reduce costs to the companies by reduction of the extensive 
distribution system; and some have suggested, too, I should add, that it may 
be possible to reduce costs by taking it out of the dealer. The dealer, so far 
as my observation goes—and I think Dr. Hardy will bear me out in this—. 
apparently, is not fattened particularly in his business, and it seems difficult 
to find a point on his bones that might be picked any more bare than they are 
at the present time—unless by some chance he was reduced greatly in numbers. 
That might be a possible economy if it could be done. The problem rather 
seems to be for the implement. companies—especially those which are in a reason- 
able position financially—to recognize the fact that their success ultimately 
depends on the success of the customers who buy their goods, and if they expect. 
to get an increased volume of production to carry their overhead and manage- 
ment costs, the only way we can see in the immediate future of getting it out 
of western Canada anyway is to reduce prices to a point at which the farmer 
will be able to pay. ) 
Now, Mr. Chairman, perhaps I have rambled too much. I certainly wish 
to thank the committee for having listened so long. If there are any questions 
I shall do my best to answer them. ce 


The CuairmMan: Are there any questions? 


’ ~ 


By Mr. Senn: 


Q. I would like to ask one question. The witness spoke about reducing 
the cost of implements to a price which the farmer is able to pay. Would the 
witness tell us what that point is?—A. No. That is a general phrase. I had 
no specified meaning in mind. I do not think anybody has. I think I can say 
this that I have observed in the last few months cases of new implements or 
unused implements which have stayed in the warehouse for three or four years 
having been reduced in price by thirty, forty or fifty per cent, and selling 
readily, whereas those same implements, apparently, could not be sold at the 
list prices. I have seen quite a few cases of that, indicating that some substantial 
price reduction would stimulate sales accordingly. Whether the implement 
companies can do that is a question for them to answer. oe 

_ [Hon. J. G. Taggart, B.S.A.] 


oo 


, et 


AGRICULTURE AND COLONIZATION | 953 


By Mr. Spence: 


Q. We all realize the difficult position the farmer is in in paying for farm 
implements in comparison with the low price he receives for his commodity. 
One gentleman said something about the farmer paying in proportion to the 
price of his commodity. We would all like to see that. However, providing 
an implement manufacturer cannot make a machine at, say, less than $200 
will my friend tell me how he can sell it for $175 or $150 to suit the farmer 
market. He made some suggestion of a grant of some kind, a contribution 
from somewhere to help the farmer out. I would be glad to know how to do 
that. There is no objection to that if there is any way in which it can be done; 
but it is impossible to ask the farm implement maker to sell stuff at less than 
the cost of the material, if he is honest to his cost. I say that cost should be 
honest.—A. I did not intend to convey the impression that somebody should 
bonus the farmer in order to buy implements. 

Q. You said some system should be evolved to get the difference between 
what he could afford to pay and what he had to pay?—A. I had in mind the 
statement that one reason for the high cost of implements is the heavy over- 


head in relation to the volume, and I was simply suggesting that if the price 


were reduced the volume could be greatly increased and, perhaps, the implement 
companies might come as near to breaking even as they do now, at any rate, 
and they would be doing business instead of doing no business. 


The Cuairman: Mr. Graham, have you any questions? 
~ Mr. GrawaAm: Just one question. 


By Mr. Graham; 
Q. Mr. Taggart, could you throw any light on perhaps the outstanding 
peculiarity of Professor Hardy’s statement that the comparative prices in the 
United States and Canada for large drills and cultivators are peculiar in as 


much as the prices here in Canada were less than in the United States?—A. I 


can make some suggestions there. I would not like to absolutely guarantee their 
accuracy, but I will give you some sources of information. 
In 1931 I made a fairly extensive trip through the wheat-growing area of the 


- United States; and I found that a considerable number of the large seed drills, 


cultivators and wide discs in use all the way from Montana to Kansas were 


manufactured at Hamilton, Ontario. I asked a good many questions about this, 


and the information that I received from various sources was that these imple- 
ments—the wide drill, the wide field cultivator and the wide single disc—had 
been developed for use originally in western Canada; and in so far as the Inter- 
national Hiarvester Company were concerned, they were being manufactured 
exclusively at Hamilton, Ontario. After these implements had been introduced 
and used in western Canada for a year or two, their use spread to the adjoining 


_ states, but the company continued to manufacture them at Hamilton, Ontario; 


because, as I understood at the time there was no duty on farm implements 
going into the United States. The other companies, of course, to meet the com- 
petition offered by the International, began to manufacture drills, cultivators and 


dises of the same size. The International company had been charging the 


Hamilton price plus freight to point of delivery in the United States. Then, 
and it may still be true, the freight rates were higher in the United States than 
they were in Canada. Therefore they obtained a higher price for the machine 
in the United States. The other companies, following the lead of the Inter- 
national Harvester Company, even if they made these machines in the United 


_ States, in some cases close to the point at which they were sold, still continued to 


= 


charge their farmers the higher price because the Harvester Company was also 


_ charging the higher price, and they had to meet the Harvester company’s price 


in Canada for the same equipment. I am not sure on this point, but I believe that 
since that time, in perhaps the last year or the last year and a half, the Inter- 


BA 
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national Harvester Company has started to manufacture these wide implements 
in some of their American factories. I cannot give any definite information on 
that, but I believe that to be the case. It may be that within a short time you 
will find this difference will disappear. But so far as I can find out from 
questioning people who are in the implement business and should know some- 
thing about it, there is some set of reasons of that kind explaining why these - 
particular implements cost more in North Dakota, Montana, Kansas and the: 
other western sattes than they do in Saskatchewan. 

The Cuarrman: Are there any other questions? 

Mr. GraHAM: That is all. 

The CuHarrMan: If there are no further questions, I must say that we are 
very much indebted to Mr. Taggart and Professor Hardy. 

Mr. Bertranp: I think it is only appropriate that we should move a vote 
of thanks to Mr. Taggart and to Professor Hardy for the very valuable infor- 
mation they have given and the contribution that they have made to this 
investigation. I hope that the machinery companies will take the trouble to 
read the report which they have made to this committee. If they do, I think 
they will surely get some benefit from it. Existing conditions in Saskatchewan 
are very similar to those in Ontario; and while congratulating these two - 
gentlemen on what they have brought to light in this committee, I think that . 
what they have said about Saskatchewan applies to all the other provinces in 
Canada. 

Mr. McLean: Hear, hear. 

Mr. Brerrranp: We are very much indebted to them. 


The CHAIRMAN: Thank you, Mr. Bertrand. I think we can tender that 
expression of thanks to the two gentlemen for the contribution they have made. 
(Applause.) 

Now, gentlemen, that is all there is on the program this afternoon. The 
committee is called for to-morrow morning at eleven o’clock when Mr. 
’ McDonald, the auditor, will be in a position to present an interim report on 
his observations with respect to the International Harvester Company. He will — 
be followed right after, possibly in the forenoon, by a representative of the © 
implement company. 


Mr. McLean: Will we be able to have Professor Hardy before us iat a later — 
date after we have heard the evidence of some of the implement companies? 

The CuatrMANn: I do not know. No arrangement was made in that regard. 

Mr. McLean: The idea is that it might be well to check up on some of their — 
statéments, perhaps. 

Proecsor Harpy: I will be in the city until to-morrow night. I am ple 
to leave for Toronto to-morrow night. : 

The CHAtRMAN: Well, we can discuss that with counsel and see if we think 
it 1s necessary. 

Mr. McLuan: All right. 

The CHAIRMAN: The committee will stand adjourned until Ae -morrow 
morning at eleven o’clock. | 


The committee adjourned at 6.05 p.m. to meet again on Wednesday, 
June 10, at eleven a.m. 
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MINUTES OF THE PROCEEDINGS 


WEDNESDAY, June 10, 1936. 


The Standing Committee on Agriculture and Colonization met this day 
at 11 a.m. 


The Chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Beaubier, Bertrand (Prescott), Bouchard, 
Boulanger, Cleaver, Douglas, Dubois, Evans, Fontaine, Furniss, Gardiner, 
Golding, Gosselin, Graydon, Johnson (Lake Centre), Leader, Leclerc, MacKinnon 
(Edmonton West), MacLean (Prince), Macphail (Miss), MacRae, McKenzie 
(Lambton-Kent), McLean (Melfort), McNevin (Victoria, Ont.), Mitchell, 


Needham, Patterson, Perley (Qu’Appelle), Rennie, Rheaume, Robichaud, Ross, 


Senn, Spence, Stirling, Taylor (Norfolk), Thompson, Thorson, ‘Tomlinson, 
Turner, Ward, Weir. | 


In attendance: Mr. R. T. Graham, K.C., counsel for the committee. 


The chairman informed the committee that the representatives of the Inter- 


national Harvester Company were present to give evidence, viz: Mr. F. M. 


Morton, Resident Manager of the International Harvester Company, Ltd., of 
Canada; Mr. C. R. Morrison, President of the International Harvester Company, 
Ltd., of Canada; Mr. C. E. Jarchow, Comptroller of the International Harvester 
Company, Ltd., Chicago; Mr. F. E, Siefkin, General a enaey for the Inter- 
national Harvester Company, Ltd., Chicago. 

Mr. Morton, Mr. Morrison, Mr. J archow, called: sworn and examined. 


Witnesses retired. | 
Mr. Graham filed as Exhibit No. 10 report of International Harvester Com- 


pany, Ltd., for 1935; 


Also Exhibit No. 11, replies to Questionnaire sent out to the International 


- Harvester Company, Ltd. 


The hour being one o’clock, the committee adjourned to meet again this 
day at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 o’clock, the chairman presiding. 


Members present: Messrs. Beaubier, Bertrand (Prescott), Bouchard, 
Cleaver, Donnelly, Douglas, Dubois, Evans, Furniss, Gardiner, Golding, Graydon, 
Johnson (Lake Centre), MacRae, McKenzie (Lambton-Kent), McLean 


(Melfort), McNevin (Victoria, Ont.), Motherwell, Needham, Patterson, Perley 
: (Qu’Appelle), Robichaud, Senn, Spence, Taylor (Norfolk), Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., Counsel for the Committee, and 
Mr. Walter J. Macdonald, C.A., Winnipeg, Auditor for the Committee, who 


_ presented to the committee a statement of the work done by him in relation to 


"a 


the inquiry to date. 


The committee then adjourned to meet again to-morrow, Thursday, June 
B11, at 11 a.m. 
WALTER HilE: 


Clerk of the Committee. 
20352—14 | 
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MINUTES OF EVIDENCE 


House or Commons, Room 268, 
June 10, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the price of agricultural implements met at 11 o’clock, Mr. Weir, 
the Chairman, presided. 


The CuHarrman: Gentlemen, it will be necessary to change the plan of 
hearing as we announced it last evening. Mr. Macdonald, the auditor, is not 
prepared to go on this morning. However, we are fortunate in having the 
International Harvester Company here and they are prepared to go on the 
witness stand this morning. 

Now, you will recall that the Committee on Agriculture and Colonization 
has been interested in the price of farm implements for some time and have 
been carrying on an enquiry in that respect. I will read for the information 
of the representatives of the company and of the committee as well the order 
of reference given to this committee some weeks ago. 


(Chairman reads order of reference). 


I wish to assure you at the beginning that this committee is interested 
primarily in the facts regarding the cost of farm implements. You will appreciate, 
I think, as well as the members of the committee do that farmers in general feel 
that the prices of farm implements are high and, no doubt, you would like to be 
able to produce implements at a lower cost and deliver them to the farmers at 
a lower cost. This reference has been handed to this committee and the 
committee has undertaken quite an extensive inquiry into the causes underlying 
the prices of farm implements. The committee is interested in getting at the 
essential facts with respect to the manufacture, sale and distribution of farm 
implements. I think the committee is broadminded enough that it will accept 
your statements in the spirit in which they are given, and be prepared to meet 
you in every way possible in trying to establish the basic foundation lying 
behind the prices of farm implements. 

Now, I understand that there are several gentlemen here to-day from the 
company who will assist the witness in this examination, and we will ask them 
to take their places alongside the witness and give him whatever assistance he 
desires. 

— Mr. Morton: Mr. Chairman and gentlemen, the officers of the company 

who may testify and who are present are Mr. Charles R. Morrison, President 
of the International Harvester Company of Canada, Limited, Mr. Oiteay Up 
Jarchow, Controller of the International Harvester Company, Chicago, and 
myself, F.M. Morton, Vice President and Resident Manager of the International 
Harvester Company of Canada Limited, Hamilton. 

The CHAarRMAN: We will be very glad if these gentlemen will come to the 
front and take the chairs arranged for them. Now, in a committee of this 
_character, and other committees as well, it is the customary procedure to swear 
the witnesses. The clerk will do that now. 

3 Mr. F. M. Morton, Mr. C. R. Morrison, Mr. C. E. JArcHow, called and 
sworn. 

} ~The CHarrman: Gentlemen, you will recall that the essential information 
with regard to this inquiry was secured by way of questionnaire. You gentlemen, 
of course, are no doubt familiar with the details of the questionnaire and the 


& 
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information secured therefrom. May I express to you the appreciation of the 


committee, and also the appreciation of the counsel and auditor for your kind 
co-operation in gathering that information together. 
We have with us Mr. Graham who is acting as counsel for the committee, 


and I shall at this stage turn the inquiry over to him. Whom do you wish to - 


represent the company to begin with? 


Mr. Morton: Since Mr. Morrison is our senior official and president of the 
company I would suggest he take the witness chair. 


The CHAIRMAN: Very well. Probably Mr. Morrison can change chairs 
with you. 


Mr, C. R. Morrison, examined by Mr. Graham. | 


@. Mr. Morrison, what is your position with the International Harvester 
Company of Canada, Limited?—A. President. | 

Q. You are the president. Your home is where?—A. Chicago. 

Q. Are you an official also of the parent company?—A. I am. 

Q. What position do you hold?—A. Vice President. 


Q. What is the proper name of the parent company?—A. International 


Harvester Company. 

Q. It is not incorporated or described as being incorporated?—A. No; 
that is not appended to the name. , 

@. Your associate, Mr. Morton, has also introduced himself. The other two 
gentlemen, Mr. Morrison, occupy what position with the company?—A. Mr, 
C. E. Jarchow is comptroller of the International Harvester Company at 
Chicago. I believe there are to be just three witnesses, Mr. Morton, Mr. 
Jarchow and myself. Do you wish the name of our other associate sitting here? 

Q. Yes—A. Mr. Forest E. Siefkin, who is the general attorney for the 
International Harvester Company at Chicago. . 7 


@. The location of the Canadian International is where?—A. Hamilton, 


Ontario. 


. And it is a wholly owned subsidiary of the International company?— 


As Ves. 


Q. In Chicago? Does the Canadian company have any subsidiary company : 
in Canada? I notice there is one company in British Columbia.—A. The Inter- 
national Harvester Company Limited has no subsidiary. May I point out, | 


Mr. Graham, that the questionnaire is incorrect in that respect. This British 


Columbia company was shown as being associated with the Canadian company, — 


but it is not. ah 
Q. It is an associate of the parent company?—A. Of the International 
Harvester Company. | 


Q. Let us clear that up. It is known as the Canadian Forest Products 


Limited of Vancouver, B.C.?—A. Yes. 
_@. It owns, as I understand, timber limits; is that the fact?—A. Yes. 


(). My information is—you may correct me if I am wrong—it is not . 


active in business activity generally?—A. It is not. 


Q. It is a subsidiary of the American rather than the Canadian Inter- 


national?—A. Yes, sir. / 


’ Q. Perhaps it might be Just as well to explain the system which I notice | 
you are following, Mr. Morrison. You propose to give evidence for the com- © 
pany and to be instructed by those officers whom you have with you, unless — 
you think that particular officer can answer the more involved: information — 
required; is that so?—A. If it is agreeable to the Committee, I should like to do — 


it that way. : 


Mr. Senn: May I ask this question? Before cross-examining, it is cus- 
tomary to allow a witness to give a statement if he has one to give. I do not 


[Mr. C. R. Morrison.] 
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know whether Mr. Morrison has prepared a statement or not; but in any 
investigation that I have been on, the witness was allowed first of all to make 
a statement before cross-examination. 

The CHatrmMan: I do not know that the witness has to give any statement. 
We suggested to him some time ago if they had one to give we should like to 
have a copy of it in advance. As far as I am concerned I would be quite 
prepared to have the company officials make any statement they wish after we 
have proceeded with the examination. 

Mr. Senn: If they have any statement. | 

The Cuarrman: I think the essential information has been secured by way 
of questionnaire. 

Mr. Senn: If they have a statement I think they should be allowed to 
make it. : 

The CuarrMan: I will say as far as I am concerned, if the company have 
a statement they wish to maké at some later stage in the proceedings,1 shall 


_be quite prepared to have them do so. Is that satisfactory? 


Wirness: We have no statement to make at this stage, but we might wish 
to make one later on. 


By Mr. Graham: 
Q. Mr. Morrison, the Canadian company have how many plants?—A. Two. 
. Both operating?—A. Both operating. 
Q. Where are those two plants?—A. The principal plant is at Hamilton, 


Ontario, and there is another at Chatham that manufactures farm wagons, 


farm trucks and motor cars. 

Q. And the principal plant at Hamilton manufactures all of the farm 
implements?—A. Yes, all manufactured by the Canada company. 

~ Q. And the trucks?—A. No, motor cars. 

Q. Where are the motor trucks——A. At Chatham. 

Q. At the Chatham plant? Your twine plant is where?—A. Hamilton. 

Q. It is part of the main plant?—A. Yes. 

Q. Now, I notice the Canadian company has numerous branch houses 
throughout Canada. Have you your replies to the questionnaire in front of 
you?—A. No, I do not have. 

Q. Have you a copy, Mr. Morton? 


Mr. Morton: It is available here among us. 


By Mr. Graham: 

Q. I think it would greatly assist you if you had it?—A. I am sorry; lI 
did not bring it with me. We will have it at the next meeting. 

Q. I notice in the answer you gave us you have six branches in Sas- 
katchewan, four in Ontario, three in Alberta, two in Quebec, two in Manitoba, 
one in New Brunswick and one in British Columbia? That would be correct?— 
A. That is correct. . 

Q. Then you have what is known as a transfer point at Fort William. 
What is the purpose of that transfer point?—A. The purpose of the transfer 
point is to accumulate a stock of goods and have them available for western 
Canada. 

Q. I presume it is at Fort William because Fort William is at the head of 
the lakes?—A. Fort William, Ontario. 

Q. Incidentally, in your shipments from the factory to that transfer point 
at Fort William, what is the practice of the company in moving the implements? 
By water?—A. Largely by water. 

Q. Does the International Company of Canada, Limited, own any lake 
boats?—A. No. 
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Q. Not at all? You simply use the ordinary boats? It is, in other words, 
a supply depot for western Canada at the head of the lakes?—_A. That is correct. 

Q. I notice the Canadian company commenced operations in Canada on 
September 21, 1903?—-A. That is correct. | 

Q. I notice also—you can correct me if I am wrong—that the International 
Harvester Company, the parent company, holds 14,999,000 of the $15,000,000 
worth of stock?—A. That is correct. 

Q. In other words, wholly owned. Now, Mr. Morrison, because of the 
importance of the parent company to the farm implement industry, and because 
of the fact it is located in the United States, which is the chief competitive 
factor to the Canadian market, I propose to ask you for certain information 
regarding that parent company, and because of your position in the parent 
company you can easily get that. You have told us that the official name is 
the International Harvester Company. I have been furnished with the annual 
report of the parent company for the year 1935. You recognize it?—A. Yes. 

Q. I shall put this in as an exhibit. I notice it is a consolidated report. Does 
it include the assets and liabilities of all subsidiary companies of the International 
Harvester Company, the parent company?—A. It does. ) 

Q. Including the Canadian company?—A. It does. | 

Q. I notice on page 13 is listed considerable information as to the plants 
that you own in the United States in the subsidiary organizations you have. 
In the United States the parent company is the so called McCormick Works, 
Chicago, Illinois. It manufactures grain binders, mowers, rakes, corn binders 
and shredders, ensilage cutters, manure spreaders, feed grinders, hammer mills, 
Is that correct?—A. That is correct. | 

Q. Your Milwaukee Works at Milwaukee, Wisconsin, manufactures farm 
and industrial tractors, farm engines, diesel engines, cream separators, milking 
machines?—A. That is true. 

Q. Your tractor works at Chicago, Illinois—what is the name of the com- 
pany, the International Harvester Company, too?—A. The International 
Harvester Company. SAL 

Q. It manufactures farm and industrial tractors and TracTracTors. Then 
your Farmall Works at Rock Island, Illinois,— —A. Yes? 

. It manufactures farm tractors. What is the distinction between Chicago 
and Rock Island?—A. No distinction at all: both of them are factories owned 
by the International Harvester Company. . 

Q. You are simply utilizing them for the purpose such as indicated?— 
A. Yes. 

Q. You have a manufacturing plant at Fort Wayne, Indiana, and I notice 
you manufacture motor trucks?—A. Yes. 

(J. And the West Pullman Works, Chicago, Illinois, I notice manufacture 
magnetos, carburetors, bearings, gears and milk coolers. Included in that word 
bearing would there be what are known as ball-bearings?—A. We build OUR e 
own line there and it includes a variety of both roller-bearings and ball- 
bearings. | 2 

(. And then in the manufacturing plant at Auburn, N.Y., you manufacture 


hay presses, tillage implements, potato planters and diggers and soil pulverizers; ee 


and there is a similar plant at Canton, Illinois, and one at Chattanooga, Tenn. 
That is to supply your southern trade is it?—A. With certain lines of goods. 

Q. Yes; ploughs, cane mills and fertilizer distributors. The East Moline 
Works, at East Moline, Ill., manufacture harvester threshers, corn pickers 
and grain threshers; and at the Richmond works at Richmond, Ind., you manu- 
facture seeding machines, corn and cotton planters?—A. That is correct. 

Q. And at Rock Falls, Ill., you make corn shellers, harrows, side rake 


and tedders and hay loaders. Now then, you list the Canadian companies at . 
Chatham and Hamilton, Ontario, and in Europe I notice you have Manus) 56¢ 


facturing plants in France?—A_ Yes, there are two there. 
[Mr. C. R. Morrison.] 


=. 


AGRICULTURE AND COLONIZATION 359 


@. And you manufacture there I notice harvesting machines and seeding 
machines, rakes, tedders, tillage implements and ploughs?—A. Yes. 

Q. And one in Sweden manufacturing harvesting machines and seeding 
machines. And then I notice that you have twine mills, one in Chicago and 
one in New Orleans, Louisiana. In Europe you have twine mills, too, in 
France, Germany and Sweden. Now then, in addition to these I notice in your 
list that the company owns iron ore mines in Minnesota—of course, they are 
all in Minnesota, aren’t they?—A. Yes. 

(. There are four mines?—A. That is correct. 

Q. You own coal mines in Kentucky, 6,507 acres of coal land producing 
coal and coke; and you have a by-product coke plant at South Chicago, Ilinois, 
producing coke and by-products; and you have blast furnaces and steel mills, 
one in South Chicago, Dlinois, with blast furnaces, open hearth furnaces, 
bessemer converters and blooming mills. Then you have I notice a sisal planta- 
tion in connection with binder twine in Cuba. So that the International Har- 
vester Company might be described as a pretty well integrated company ?—A. 


fe; Y-es. 


Q. I understand that the company owns certain short railroads in the city 
of Chicago?—A. Industrial railroads. 

Q. Just serving your plant I presume?—A. And other plants. 

. Now then, your parent company occupies a very important place in 


the farm implement industry in the United States, that is correct?—-A. That 


is true. 

Q. Would you be able to give us an idea of the percentage of sales last 
year of farm implements and tractors by your company as compared to other 
companies to other companies in that industry in the United States?—A. I 
haven’t the figures available, Mr. Graham, to give you the percentage of the 
implement business in the United States that the International Harvester Com- 


- pany enjoys, but I can answer your question by saying that it is the largest 


i 


implement company in the United States, as a single company. 

©. I notice a long time ago in connection with an inquiry by a federal 
trade commission inquiring into the cause of high prices of farm implements 
and held in 1920 they list the International for these years: In 1913, 56-74 
per cent out of 26 large companies; in 1914, 55-81 per cent; in 1915, 59-19 per 
cent; in 1916, 59-45 per cent; in 1917, 60-75 per cent, and in 1918, 59-27 per 


~ eent. Would you say there is much change in that?—-A. Yes. I would say 
that the Harvester Company to-day does not have that large a percentage of 


the business of the United States. 
Q. I notice that in 1918, which is the last year reported here, that your 


total sales in that year were $193,604,000?—-A. What year was that? 


: 


- 
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.~ "*7 ” 


Q. That was in 1918, $193,604,000. I know this does not dispute your 
statement that your sales of farm implements and motor trucks in the United 
States, Canada and foreign countries was $217,000,000; and I might say that 
that figure includes exports as well as domestic business. I had in mind, you 
notice, that in the last year, which the report says was not the biggest year 
by any means, I notice that the amount of your total sales was even greater 
in dollar value than the 1918 report?—A. Well, I am not prepared to testify 


to the figures that you are quoting for 1918. I do not know the source of 


those figures. 
Q. I presume that you are acquainted with this report of the United States 


_ Federal Trade Commission of 1920?—A. In a general way, yes. 


- Q. By the way, Mr. Morrison, so far as we could find that was the last 
searching inquiry into the farm implement industry by a governmental body. 
Is that correct?—A. I think that is true. 

Q. Your position still remains very important, if not a dominating one, 
in the farm implement business in the United States?—A. It is an important one. 
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Q. I do not suppose there are any other companies manufacturing the same 
line who have anything like the same integrated position that your company 
has?—A. I do not know. ee 

Q. You would not be able to estimate, if you do not agree with these figures, 
what your percentage is at the present time?—A. No, I cannot do that. 

Q. I suppose that could be secured from the American Statistical Bureau?— 
A. Possibly so. | ti pice 

Q. Now then, that is in the United States, Mr. Morrison?—A. Beg your 

ardon. 
‘ Q. That is in the United States. Now, in the world markets, I notice that 
you export to a great many overseas countries?—A. That is true. 

Q. I was rather pleased to note that in your statement here you make a 
distinction between Canada and foreign countries. The relationship is so close 
that I notice you exclude Canada from the term foreign country?—A. In the 
operation, as well as— : : , 

Q. You treat these two as— —A. The Canadian business is very closely 
associated in our minds with the United States business. 

 Q. Yes. Now then, I notice these factories in the countries that I have 
mentioned, you are supplying these markets, the distributing markets, from 
these plants in France, in Germany and I think Sweden?—A. Yes. | 

@. That was not always true, I suppose at some time your company 
supplied that foreign market from the United States?—A. Yes. | ee aie 

Q. That position I suppose has been forced upon you by certain conditions? 
— A, Yes. , ! 

Q. You still, I presume, export to Argentina for instance?—A. Yes. - 

Q. From where, Mr. Morrison?—A. Some from Chicago, and some from 
Hamilton, Ontario, and some from foreign factories located in Europe. Acta. 

@. What do the shipments from Hamilton to the Argentine comprise—I 
don’t want the details, of what do they consist?—A. Drills and cultivators. I 
,could give you a more complete list if you wish. ma: 

Q. Perhaps sometime you might give it to me?—A. Yes. _ 

Q. Drills and cultivators; why does the Hamilton plant fill that demand - 
for export?—A. Well, they are making the kind of implements that are used in 
the Argentine. | 

Q. You suit the supply to the demand. As a matter of fact, the Hamilton - 
factory has an exceptionally shall I say good record in the manufacture of large — 
drills and large cultivators?—-A. I do not know that I get your question. 

 Q. That the Canadian plant has had peculiar success in the manufacture _ 
of these two implements you mention, the large cultivator and the large drill?— 
A. Not any greater success than the other lines they manufacture. | ! 

Q. I mean, in comparison with your American plant?—A. Not any greater. - 

Q. Not any greater?—A. They efficiently manufacture all lines. produced 
there. : | 
Q. And then I presume you export to the United Kingdom?—A. Yes. 

@. And to other British Empire countries?—A. Yes. , | 

Q. Does the preferential treatment that is given to Canada under the Ottawa 
agreements—you know the Ottawa agreements?—A. Yes. ' Eee cy 
_ Q. Does that cause you to use the Canadian company as a source of supply 
for those countries giving the preference?—-A. That is one of the reasons. | 

@. That is one of the reasons. In these countries I presume your company 
has to meet any competition that presents itself?—A. It does.. ; 

@. You might meet, for instance in the Argentine, the Massey-Harris 
Company, the Cockshutt Plow Company and possibly Frost and Wood?—A, 
And all the others that operate in that country. hr Soa eae 

Q. By the way, Mr. Morrison, the Argentine gives no preference to Canadian 
or American companies, they are on an equal importation basis; isn’t that 
correct?—A. I am not prepared to say, but I believe that is true. nS | 
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-Q. That is true so far as you know of Scandinavian countries?—A. I have 
no information in regard to that. 

Q. Now then, dealing with the statement of the parent company once more, 
I notice your total sales are stated for the year 1935; by the way, is that for 
the calendar year 1935?—A. That is the calendar year, and our Hecal year 
as well. 

Q. And the total is $217,000,000. I notice that before the Price Spreads 
Commission you indicated that the Canadian business in relationship to the 
whole over a period of 10 years was between 15 and 20 per cent. Do you recall 
giving that evidence?-——A. That was my oes and I think that figure is 
approximately correct. 

Q. It is fairly accurate?—A. Yes. 

Q. And I presume in keeping with all well managed companies that this 
would be a very conservative statement of the financial position of your com- 
pany?—A. It would be a statement put up as nearly scientifically as possible. 

_Q. Yes. I notice that in the year 1935 the parent company showed,-a profit 
on their whole world wide business of $119,618,000?—A. Yes, sir. 

@. And then, I was interested in one item on page 4 that you ‘have under 
your assets, receivables: Dealers’, Farmers’, and Motor Truck Users’ Notes 
amounting to $78,489,530.55. Is that correct?—A. That is correct. 

Q. And accounts receivable of approximately $22,000,000?—A. Yes. 

Q. I notice that in your assets you do not value such things as patent 
rights?—A. That is correct. 

Q. And then I notice that you have set up a substantial reserve for plant 
depreciation, one for development and extension, one for losses on receivables, 


and a contingent reserve. That is right?—A. That is true. 


Q. I notice with regard to the reserve for special maintenance that your 
Canadian company uses the same phraseology, a reserve for special maintenance. 
I notice your interpretation of that particular reserve is to re-line blast furnaces, 
maintenance of docks and harbours, conversion of power systems, and other 
renewals and replacements. I presume that has a different meaning than the 
one in connection with the Canadian company.—A. It would represent a reserve 
for renewals and replacements of anything owned by the Canada company in 
that. respect. 

Q. I notice in the “remarks” that you state that the total sales for 1935 
were 57 per cent more than 1934 but 35 per cent less than 1929, your high. 
That is correct?—A. That is correct. 

Q. I notice, too, you mention that 1928 is the high year in the Canadian 
sales picture?—A. Yes. | | 

@. One year before yours?—A. Yes. 

@. And that the net profits for 1935 represent 6-2 per cent of the total 
capital invested in the business. That is right?—A. That is true. 

Q. Dealing again with this export business, Mr. Morrison, my understanding 
is that you do not export from the parent company under the parent company’s 
name, the International Harvester Company or from the Canadian company 
under the Canadian firm name?—A. The exports from the United States are 
under the name of the export subsidiary, the International Harvester Export 
Company. 

Q. The International Harvester Export Company?—A. Yes. Some of the 
goods exported from the Canadian plants are exported direct. 

Q. Some are exported direct?—A. And some through the export company. 

Q. Why the distinction, Mr. Morrison? Will you just explain that so we 
will understand it?—A. The only goods that are exported from Canada, from 
the Canada company or by the company direct are to Great Britain. 

@. Under the preferential agreement?—A. Yes. 

Q. Otherwise the Canadian company uses your exports subsidiary ?—A. That 
is true. 
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Q. Can you tell us, please, how your parent company invoices the ship- 
ments to your ‘subsidiary’?—A. Mr. J archow, I believe you can answer that 
question better than I can. 

Mr. JArcHow: The sales to foreign companies, either foreign jobbers or 
foreign subsidiary companies, are sold by the parent company to the Inter- 


national Harvester Export Company, who in turn re-sell to the foreign jobber 


or the foreign subsidiary. 

Mr. GraHam: Can you tell us at what mark- -up over factory cost you 
invoice that to the export company? 

Mr. JARCHOW: The price abroad is based on what we all the New York 
export price, f.o.b. New York, which in turn is based upon the domestic price. 
It does not necessarily have any relation to the cost. 

Mr. GRAHAM: I see. I wondered if there was not a measuring stock of a 
percentage above some basic price at which you invoiced your export company. 

Mr. JARcHOW: The measuring stick is the United States price to dealers. 

Mr. GRAHAM: The United States price to dealers; so much off that? 

Mr. JARCHOW: Yes. 

Mr. GRAHAM: Could you indicate how much that is? 


WiITnEss: That varies, Mr. Graham, in different circumstances. The prices 


necessarily used in the export trade are prices that meet world competition. 


By Mr. Graham: 


Q. And there is no one set measuring stick, rule or custom by which you 


invoice goods?—A. I think the prices used are fairly comparable for all, 
in a general way, at least; but competitive conditions and competitive world 
prices have their influence. on prices in connection with shipments to various 
foreign countries. 

_ _Q. You keep that in mind in fixing the export prices for Canada, do you?— 
A. Yes. 

@. Do you see my point? I want to know what your Canadian company 
does. Does it follow the same rule if it is invoicing goods to your export com- 
pany ?—A. Substantially the same. 

Q. I presume it would be considerably lower than the price at .which 
you would sell in Canada—you have no jobbers—to your dealers?—A. It would 
be lower than the price we would sell to the dealer, but would not be lower 
than the price we would sell to the jobber, if jobbers were in existence. 


Q. There is no jobber. That is what I mean.—A. We do have two jobbers 


in Canada in the extreme eastern part of Canada. They operate in rather 
restricted territories. . 

Q. In eastern Canada?—A. Yes, in eastern Canada. ae 

@. In what province?—A. New Brunswick. 

@. None in Ontario?—A. No. 

@. None in Quebec?—A. No. And offhand, without having the definite 
figures before me, I should say that the prices used in connection with the 


export business to foreign countries would be fairly comparable with the prices — 


that those jobbers would recelve. 


Q. What would those jobbers get, say, on dealers?—A. From. 15 to 17 


per cent. 
Q. The export company in turn, you tell me, or Mr. Jarchow tells me, sells 
to the overseas jobber or distributor?_—A. That is true. 


Q. I presume at an enhanced price over the invoice price they would get?— 


A. I beg your pardon? 


@. At an enhanced price over the invoice price to them?—A. What are you a 


referring to now? 
[Mr. C. R. Morrison. ] 
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Q. To the export company.—A. The shipments from Canada? 

(J. I am assuming now that it has come from Canada or the United States 
and has got into the hands of the exporting subsidiary. They in turn have a 
mark-up over the invoice price to the foreign jobber or foreign distributor ?— 
A. Just what that figure is probably Mr. Jarchow could tell you. 

Mr. JArcHow: The relationship is this, that the price which the export 
company bills the foreign jobber is also used as a basis for the price from the 
Canada Company to the export company. The Canada Company allows the 
export company a 2 per cent commission. But aside from that 2 per cent the 
price is identical with the price which the export company will rebill its goods 
to foreign jobbers. 

Mr, GRAHAM: I am afraid I will have to ask you to say that over again. 

Mr. JARcHow: The billing price of the Canadian company to the export 
company— 

Mr. GraHam: Which would be, as Mr. Morrison says, 15 to 17 per cent 
below dealers? 

Mr. JARCHOW: Yes. 

Mr. GRAHAM: Yes? 

Mr. JARCHOW: —is the same price that the export company in turn will 
bill these goods to the foreign jobber, except for a 2 per cent commission which 
they allow the export company. 

~ Mr. Grawam: That is what I mean, that the export company’s profit would 
be limited to that 2 per cent. 

Mr. Spence: Those at this end of the room can hardly hear Mr. Jarchow 
or Mr. Graham. It is a room in which it is very hard to hear. I wish you would 
speak louder. 

Mr. GraHAm: Yes. And by the way, I might say the reporters have asked 
me, in the hght of the poor acoustics, if the members in asking questions would 
kindly speak a little louder because they find it very difficult to get it up here. 
I will try to observe the same rule. 

That 2 per cent, Mr. Jarchow, is the limit of the profit that the exporting 
company can make. They do make profits, I presume—the export company? 

Mr. JarcHow: Yes. 

Mr. Grawam: Those would go to the parent company? 

Mr. JarcHow: If they were declaring dividends. 

Mr. GraHaM: The Canadian company would not get any loss from them. 
Now, I wanted to inquire into the selling organization in the United States. 
You have a subsidiary for that purpose, too, have you not, Mr. Morrison? 


Witnass: Yes. 


By Mr. Graham: 


Q. What is its name?—A. The International Harvester Company of 
America. 

Q. The International Harvester Company of America?—A. Yes. 

Q. Incorporated?—A. Incorporated. The name “ incorporated” does not 
appear. The word “incorporated” does not appear in the name, but it is an 
incorporated company. 

Q. In the United States you do not have to put that after it?—A. No. 

_ Q. Is your parent company incorporated?—A. It is incorporated. 

@. Yes, but it does not appear?—A. It does not appear in the name. 

Q. Just state generally to the committee, please, the function of that selling 
company, the International Harvester Company of America?—A. The Inter- 
national Harvester Company of America is the company that sell the products of 


_ the International Harvester Company in the United States. 
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Q. Where is its head office, in Chicago?—A. In Chicago. 

Q. It is, too, a wholly owned subsidiary, I presume?—A. Yes. 

Q. Who does it, in turn, deal with?—A. It deals with the dealers. 

Q. With the dealers?—A. Yes; and in some instances, jobbers. 

Q. In some instances with jobbers?—A. Yes. And in connection with the 
motor truck line particularly, a part of its business, it deals directly with the 
consumer. 


Q. Referring again to the 1920 report, does it sell to any of the mail order 


houses in the United States?—A. No. 

Q. To any co-operative associations?—A. We sell twine in certain states 
to the Farm Bureau. 

Q. But not farm implements?—A. No. 

@. Or repairs?—A. No. 

Q. Is that the policy of the company, or is it simply that they do not 
want to purchase?—A. Well, the policy of the company is, and always has been, 
to use the implement dealer as its medium of distribution. 

Q. Can you tell us, Mr. Morrison, the measuring stick, or a fairly close 
approximation of the measuring stick by which the manufacturing company, 


the parent company, sells its products to the selling organization, the Inter- 


national Harvester Company of America?—-A. You, for example, would like to 
know how much lower the price to the selling company might be than the price 
to a dealer? 

Q. Well, I would prefer to know it the other way, if you can give ion 
increase over factory cost, if that is the system that you use-——A. That is not 
the system that we use. The prices charged by the Harvester Company to the 
selling company approximate 25 per cent below the prices named to the dealers. 

@. Approximately 25 per cent off dealers?—A. 25 per cent below dealers 
prices. 

Q. Yes, below. Is the terminology not sometimes “ off” dealers?—A. Oh, 
I thought you said “ of ” 

3 Q. No, * off). A. Off” is correct. 

Q. It would be 25 per cent off dealers prices?—A. Yes. 

Q. Does it, by the way, purchase implements outright, or is it on a con- 
signment basis?—A. It purchases outright. 

@. And pays the parent company?—-A. And pays the parent company. 

Q. In repairs, is there the same marginal arrangement, or is there a difference 
there?—A. There is a differential. I have not the figures in mind, Mr. Graham. 
@. You could get them, I presume, if we wanted them later?—A. Yes 
Q. It would likely be more than the implement margin?—A. I do not think 
so. ! 

Q. You do not think so?—A. No. 3 

Q. Does that organization maintain a supply of repair parts over the 
country ?—-A. The selling company? ‘ 

Q. Yes?—-A. Yes. 

(. It has a great many branches?—A. Yes. 

Q. You have a great many branches in the United States the same as they 
have in Canada?—A. Yes. 

Q. These branches would all be branches of that selling organization?—A. 
That is correct. 

@. And as you say they maintain about the same ratio of repairs as your 
Canadian branches for the Canadian company?—A. Yes. 


Q. Does that company, Mr. Morrison, service implements that are sold?— 


A. The America company, the selling company, it has quite a service organiza- 
tion, but the responsibility for service to the farmer is that of the dealer. 
Q. But the selling organization does maintain— —A. —a suppers service 
organization. ; | 
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| ol wanted to eet this. I was wondering about your income tax return 


- in the United States. That subsidiary company, how would the parent company 


declare profits—merely by dividend from that subsidiary company? 

Mr. JarcHow: Perhaps I do not understand your question. 

Mr. GraHam: Take the sales company separately. It would have a financial 
statement, I presume. The only way the parent company gets a return from its 
investment in that subsidiary would be when the subsidiary declares a cash 
dividend or builds up a reserve? 

Mr. JarcHow: There are two sources of profit. First, in the difference—if 


there is any difference—between its manufacturing cost and its billing price to the 


subsidiary company. That constitutes a profit of the parent company. In addi- 
tion, there might be a profit if the subsidiary company declared a dividend to the 
parent company. 

Mr. GraHwaAmM: But in making up its report you treat all assets, reserves and 
liabilities and consolidate them all into the one? 

Mr. JarcHow: All of the profits are in that report, whether declared or not. 


By Mr. Graham: 

Q. You told me, Mr. Morrison, that your selling organization is given a 
price 25 per cent off dealers. You are not able to give me what that represents 
as a mark-up over factory costs?—-A. No, sir. 

Q. That could be secured, with sufficient time, on specific implements, could 
it?—A. It would be possible. 

Q. At what mark-up over its own cost does the selling organization sell to 


the dealer? It has got a 25 per cent spread?—A. Just figure out the reverse of 


that. 
@. It would be 25 per cent mark-up over its own cost figure?—-A. About 334 


mark-up over its own cost, because the America company pays a price approxi- 


mating 25 per cent less than the dealer’s price. The dealer’s price is the larger 


price, therefore the result obtained from deducting 25 per cent from the larger 


figure would represent a mark-up of 334 per cent on the smaller. 

Q. Twenty- -five per cent of the dealer’ s price. It is 334 per cent of the sales 
company’s cost price, but 25 per cent of the dealer’s price?—A. I do not know that 
I got your question. 

I will explain this that inasmuch as the American company’s price, the 
selling subsidiary of the International Harvester Company, is approximately 
25 per cent less than the dealer’s price, if you attempted to compute that price, 
the dealer’s price, for example, as a mark-up over the selling company’s price 
would represent an increase of 334 per cent above the selling company’s price. 

Q. Now, then, in the United States what is the average of dealer’s com- 
mission allowed by that selling organization? What would it average in per- 


~ ecentage?—A. Approximately 20 per cent. 


Q. Has that been fairly constant. over, say, the period we are using, from 
1913 to 1936—has that been fairly constant durmeg that period?—A. Oh, I 
think so. There might be some slight variation, but nothing of importance. 

Q. What. is that 20 per cent based on, Mr. Morrison?—A. That 20 per 
cent that I answered off-hand would represent the approximate commission 
that a dealer in the United States would receive if he were billed on the basis 
of a retail price. 

Q. If he were billed on the basis of a retail price?—A. But that is not 


our method of handling the business. The dealers are at liberty to name any 
price they wish with respect to goods because they buy them from the selling 


company outright, and they are free agents with respect to naming prices; 


but the International Harvester Company of America frequently receives 


— 


requests for prices. Farmers will write in to Chicago—farmers will come in 
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to Chicago and buy implements—not in any large way—but they will under- 
take while they are in there to buy an implement. Therefore, the selling com- 
pany get out a retail price list for our own use basis f.0o.b. Chicago price. We 
have sent that price list out to our dealers and notified them that those are 
the prices that we would use if we were quoting a retail price to a user, and 


using those figures that we got up as a retail price the dealer’s price would be - 


about 20 per cent less than those retail prices we established. 
@. That would be 20 per cent— 
Mr. Cunaver: It would be 24 per cent mark-up. 
Witness: On the user’s price, selling price. 
Mr. Cieaver: It would be 24 per cent mark-up. 
WITNESS: 25 per cent. 


By Mr. Graham: 


(). Professor Hardy of Saskatchewan Oe went fairly Luovan ely ! 


over North Dakota and Montana, and he based his opinion on, and I know it 
coincides with the trade commission report I have mentioned, that generally 
speaking the dealer’s results suggested this price?—A. I am not prepared to 


say whether they do or not. They are not required to do it if they do not 


want to. 


nate the price at which the dealer must sell?—A. That is true. 

Q. You can only suggest the price to the dealer?—A. Yes. 

Q. Now, then, I want to get, as a result of that, Mr. Morrison—because 
you will recall the evidence regarding this given by yourself before the Price 
Spreads Commission in 1935—naturally the committee has become quite 
interested in acquiring the basis of purchases by the Canadian company when 
it so requires from the parent company in the United States. In the evidence 
given by you before the Price Spreads Commission, you intimated that up until 


Q. I understand that your laws in the United States forbid you to desig- 


1930 the Canadian company—I am not certain that you gave this evidence— | 
that they imported approximately 50 per cent of their total selling require- . 


ments from the parent compenyiy A. Yes, I think that would be the correct 
figure. 


Q. And since 1930 that these importations had dropped to approximately 


20 per cent?—A. That was true at that time. 


Q. What would you say now?—A. I would say that on the basis of 1935 


business, perhaps the implements alone, excluding motor trucks from the picture | 


—the implements alone would represent about 30 per cent imported goods. 

Q. For 1985?—A. For 1935. 

Q. Was there any particular reason why it happened to step up in that 
year?—A. The only source of supply of the Canadian company for tractors, 
of course, is the parent company, and the tractor business in 19385 was some- 
what better than it had been in the previous few years. 

Q. It would be inclined to indicate that?—A. Yes. 

. Unfortunately, you have not got your replies to the questionnaire there. 


On exhibit 11, contained in your replies to the questionnaire dealing with section ~ 


6-A, 1, 2 and 3 continued showing the cost of sales over the years 1926 to 1935 


inclusive, I notice that in the year 1926 there are listed purchases from the 


International Harvester Company, Chicago, $6,577,000; 1927, $7,656,000; 
1928, $14.297,000; 1929, $8,496,000; 1930, $5,464,000; 1931, $1,085,000; 1932, 
$803,000; 1933, $807,000; 1934, $1,126,000; 1935, $1,877,000. I do not suppose, 
Mr. J archow, that you can recall those fioures, but they are cqntained:: in this 
reply. 

Mr. JARcHow: I recall some of them. 
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~ Mr. Granam: What would that be, Mr. Jarchow, the total purchases of 


~ the Canadian company during those years from the American parent concern? 


- Mr. JArcHow: That is right. 

Mr. Grauam: I would include any farm implement—tractors? 

Mr. JarcHow: ‘That is right. 

Mr. Grauam: And any parts of tractors? 

Mr. JArcHow: Yes. 

Mr. GraHam: I notice that in the questionnaire, Mr. Jarchow, you are 
asked to give it for the whole period under review, and it was impossible, 
was it? 

Mr. Jarcnuow: It was at that time. We now have it. 


Mr. Granam: And that would include also any finished parts purchased 
by the Canadian company from the American? 


Mr. JaArcHow: Those are all finished parts—those figures you asi 
Mr. Grauam: No raw materials? 
Mr. JarcHow: No raw materials in that. 


By Mr. Graham: 
Q. Now, Mr. Morrison, you recall before the Price Spreads Commission 
that as a pure guess, or, perhaps, estimate would be a better word, you 
intimated to that committee that because of certain regulations of our National 


Revenue Department the parent company found it necessary to invoice those 


implements purchased by the Canadian company at a mark-up of 10 to 12 
per cent.over what you would have sold to them had it not been for the 
departmental regulations?—A. That is true. 

Q. Now, I wanted to get a little more factual ath with regard to that. 
Until recently ean you tell us your interpretation of the ruling of the department 
in fixing the fair market value on sales by the parent company to the Canadian 
company?—A. Of course, it is within the province of the officials of the 
Customs Department to stipulate what is the fair market value, and that 
privilege rests entirely with them. 

Q. Yes?—A. But they did establish a fair market value which was a 
necessity—the billing price of the parent company to the Canadian company 
—which was a higher figure than the parent company would have sold the 


Canadian company had it been free to name its own price. 


Q. We were instructed by Mr. Richards of the. ‘Department of National 


- Revenue for a great many years, in fact for this whole period under review, 


1913 to the middle of 1936, the regulation was that the price at which the 
Canadian company could purchase from the parent company was 124 per cent 


— off dealers. I am instructed that is not quite correct. Do you semeniben the 


actual measuring stick?—-A. Yes. For agricultural implements the formula 


followed was to allow a discount of 174 per cent off the dealer’s price and to 
the net result obtained add back five per cent. If you compute that it would 
make 13-375 per cent. 

Q.. We call it 13:38 per cent roughly—A. Yes. 

Q. You would agree with Mr. Richards in saying so far as you remember 
that was the regulation throughout that period until— —-A. When did that 
period begin? 

-Q. 1907—A. No, I do not agree with that statement, if my information is 
correct. 

Q. Now Mr. Morrison, perhaps you misunderstood my question. Our 


- period under review is from 1913. The act came into force in 1907, and Mr. 
_ Richards says that— —A. Since 1907? 
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@. Yes. We are only interested in 1913 to 1936—A. That formula had 
existed since 1913—no, let me correct that; I am making a mistake. Up to 
1917 the formula followed established a higher price than the one we have just 
discussed. . | : 

Q. In 1917?—A. Up to 1917, early in 1917 this formula that has been 
described was the one that was put into effect. 

(). Before that you told me there was a higher discount or a lesser?— 
A. There was a lesser discount, or in other words, a higher duty value. 


Q. Can you tell us how long the new ruling has been in force which allows 


the larger discount?-—A. My recollection is it was in May, 1935. | 

Q. Can you instruct the committee as to what the present discount. is?— 
A. A flat discount on agricultural implements of 20 per cent. 

Q. That agrees with my information. That has been in effect, you say, 
from May, 1985?—A. That is the basis of my recollection. 

Q. Now, then, if that regulation had not been in force, Mr. Morrison, what 


would be the basis of your invoiee price to the Canadian company on farm — 


implements?—A. We would—when I say we, I mean the International Harvester 
Company—have charged the Canada company the same price approximately 
that the International Harvester Company charged its American subsidiary, 
the International Harvester Company of America. 


@. That would have been the basis on which you would have treated the — 


Canadian company?—A. “Yes. | 

@. And would you, say your estimate given before the Price Spreads is 
correct, that that would have resolved itself into a mark-up over what you 
would have shown to the Canadian company of 10 to 12 per cent?—A. That 
is, | think, a fair estimate. 


By Mr. Cleaver: 


Q. It would be the difference between 25 per cent mark-up and 138-3702 
A. Approximately. : 


By Mr. Graham: | 
(). However it is a pure matter, as Mr. Cleaver points out, of taking in 


all the information you have given, and finding the net result; is not that correct? 


—A. That is true. 


Q. Now, with regard to tractors, what has been the system?—A. Until this . 


last change, in May, 1935, the basis or formula for fixing the duty value price 
of tractors was the dealer’s United States cash price. 
Q. The dealer’s United States cash price?—A. Yes. 
~ Q. You mean, Mr. Morrison, if the Canadian company wanted to buy 
tractors from the parent company that would be considered the fair market value 
that they would purchase at?—A. That was considered the fair market. value. 
Q. The dealer’s United States price?-—A. Yes. ; 
Q. They treated the I.H.C. of Canada as a dealer?—A. In establishing 
value. | 


‘ oe In farm implements they treated the Canadian company as a jobber?— 
. Yes. 


). But in tractors they treated the company as a dealer; has that been 


changed?—A. Yes. | 

Q. What is now the basis?—A. The basis now is on a level with the agri- 
cultural implements. 

Q. On the same level as agricultural implements?—A. Yes. 

Q. Those changes in the regulation would improve the financial results of 
your Canadian subsidiary?—-A. To the extent of the lower price the Canada 
company would be charged for the goods. , 
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Mr. McLean: Mr. Graham, may I ask you a question just now? 
Mr. GRAHAM: Yes. 


Mr. McLean: Mr. Morrison said a moment ago the discount on charges to 
the 1.H.C. of America was 25 per cent. He later said that but for the value for 
duty purposes regulation they would have charged the Canadian company the 
same figures. He then added since May when the regulation was changed the 
discount on prices to the Canadian company was 20 per cent. 


Wrrness: That is correct. 
Mr. McLean: Then there is a discrepancy. 
Mr. Grauam: 20 per cent off dealers. 


Mr. McLan: Exactly. Mr. Morrison said a little while ago that the dis- 
count charged to the selling company of America, the I.H.C. pay 25 per cent. 
He then said that but for the regulation in force now they would have allowed 
the Canadian company the same discount. The third statement I want to draw 


attention to is, from May, 1935, when the regulation was apparently changed, 
a flat discount of 20 per cent has been allowed to the Canadian company. That 


means there is a difference there of 5 per cent in what is allowed the Canadian 
company as against the American company, although if the situation was 
changed Mr. Morrison said they could allow the same discount to the two 
companies. I think it is time to clean that up. : 

Mr. Grauam: Put the question you have in mind to Mr. Morrison. 


Mr. McLaan: I thought it would be better to put it through you. I will 


~-ask Mr. Morrison that question. 


By Mr. McLean: 


Q. Did I understand you correctly in my repeating of these three matters, 
Mr. Morrison?—A. You did. 

Q. Have you changed your mind as to the advisability of allowing the 
Canadian company the same discount now which you said you would have done 
in past years had it not been for the regulation?—-A. No, our minds are not 
changed. We would be glad to allow the Canadian company the same discount 
as allowed the American company in the United States. But the present duty 
value or formula for establishing those duty values will greatly improve over 
what it was before. It does not meet quite that situation. If the duty values 
had been established on the basis of 25 back instead of 20 as it now exists, then 
the Canada company would be on a parity so far as price is concerned with 


the American selling company. 


Q. Even since May, 1935, you have been compelled by these regulations 


to charge the extra five per cent?—A. Yes. 


Q. That is the information I want. 


By Mr. Cleaver: 


Q. If I may clear up the whole point, prior to May, 1935, the parent 
company in the United States in regard to tractors was charging the Canadian 
company 25 per cent more than they would have done had it not been for the. 
Canadian value for duty purposes? 


Mr. Grauam: I was going to lay a foundation for that. 
Mr. Curaver: I am sorry. j 
Mr. Grauam: It is quite all right. 


By Mr. Graham: 


Q. You have told us that in fixing the fair market value for tractors until 
recently the basis was dealer U.S. cash price?—A. Quite true. 
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Q. Now then, what would you have sold tractors to your American selling : 
subsidiary less than the dealer’s U.S. cash price?—A. Discount of 25 per cent. | 

Q. So that you are right, Mr. Cleaver. That will be correct. The Canadian 
company would be paying 25 per cent more because of the fair market value?— 
A. No. The reason I did not answer yes to your question, Mr. Cleaver, is that — 
it would be 334 per cent more, Instead of 25. f 

Q. You are more favourable to the committee than we are. However, you 
said the differential was 25 per cent?—A. That is so. 

What about trucks and truck parts? Is there a distinction tere as 
A. Well, I am not prepared to testify in regard to motor truck parts. 
We had a factory i in Chatham, and all the trucks we sell in Canada are obtained. 
from that plant, and any materials whether in finished parts or otherwise which 
Canada has to manufacture, so I am not prepared to testify on that. 

Mr. Tomutnson: I cannot hear, and I do not know if anyone else can. 


The CuairMAN: There is a little disturbance at the moment. I think 
everybody ‘should speak ‘a little louder. 


By Mr. Graham: 


Q. In the matter of truck parts, as you point out, the Canadian company 
would pay the same as any other manufacturer would in the United States in 
like quantities; is that not correct? There would be no distinction in the price © 
of truck parts; it will be the same as in the case of farm impiements and 
tractors?—A. There is no relation as between the price of motor truck Ss. 
and implement parts. 

Q. They are not in this picture at all?—A. They are not in the picture. So 
far as your question is concerned regarding the duty values they are not in the 
picture at all. 

Q. Not in this picture?—A. No. 

Q. That discount of yours—I am assuming for the moment that it is 
_ approximately correct—in going back to the purchases as shown on exhibit 11, 
which shows the amount of purchases by the Canadian company from the 
American company, would the savings in those years, except 1935, be approxi-~ 
mately 10 or 12 per cent of those amounts?—A. The prices shown in those 
figures, that you are quoting, so far as they apply to goods imported from the 
United States, are from 10 to 12 per cent higher than they would have been had 
we been permitted to make the same price to the Canada company that was 
made to the American selling company. 2 

Q. Let us take the year 1936 when the purchases from the Interpeeh ate 
Harvester Company of Chicago are shown by the Canadian company to have 
been $6,500,000. Would it be fair to infer that these are 10 to 12 per cent higher 
than they could have been purchased— —A. Yes. 


Mr. Prertey: How could that apply to the tractors which come in free? 
How would that regulation apply to tractors? 


Witness: I did not hear that question. May I go back to the former 
question for just a moment? | 


By Mr. Graham: 


Q. Yes.—A. My answer applies to the implements and ne for imple- 
ments that are included in those figures. The figures you have on your statement 
represent everything that the Canada company has purchased from the Inter- 
national Harvester Company, and in there would be some motor trucks iy 
parts that this has no effect upon. 

; 
By Mr. Cleaver: 
Q. And tractors and parts?—A. And tractors. 
[Mr. C. R. Morrison.] 
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Q. Could you give us, Mr. Morrison, or Mr. Jarchow, a break-down show- 
ing the amount that constitute the purchases of farm implements, repairs, truck 


: parts and tractors. Would that be possible?—A. Mr. Jarchow can tell you that? 


Mr. JARcHow: It could be done, it would take a considerable time to break 
that down. 

Mr. Grawam: Could you give me a fair approximation of the percentages? 
Not necessarily now, but some time later. Would you care to consider a rea- 
sonable approximation throughout these years, 1926 to 1985 inclusive, of the 
percentage of farm implements and repairs, the percentage of tractor and the 
percentage of truck parts. 

Mr. Jarcuow: It would take a considerable time to do it, and it is a big job. 

Mr. GraHamM: Yes. We will have to go into this later if we can; I mean, 
to draw conclusions. 


By Mr. Graham: 
Q. Now, I will direct this question to you, Mr. Morrison: This parent com- 


pany in its bookkeeping system kept no record of that shall I say excess profit 


forced upon you by our departmental regulation?—A. No. 

Mr. GraHAmM: Does the Canadian Company, Mr. Jarchow? 

Mr. JarcHow: No. 

Mr. Grauam: It is not separated or kept track of? 

Mr. JarcHow: No. 

Mr. Grawam: So the only way to arrive at it would be to break down that 
total into its component parts and estimate, do you agree? : 

Mr. JarcHow: Yes. 


By Mr. Graham; 

-Q. Now then, I just wanted to examine the results of that. You would 
have to pay—at least, the Canadian company would perhaps have a little 
hability but it would have to pay a little higher duty on the increased prices 
that would be quoted?—A. Under the old form. 

(). Under the old form?—A. Yes. 

q. And in turn assuming that they had sold their implements at the prices 
at which they did sell them throughout the years had they gotten the lower 
price it would have reflected itself in their annual net result?—A. That is true. 

@. It perhaps in some years might also have made the company liable for 
a larger income tax?—A. Yes. 

@. That would be true too, so that these would be the plus and minus 
factors which agreed as a result ‘of that?—A. Yes. 

@. And one other thing that you would have to pay if that were enforced, 


- that special excise tax would be slightly increased because of the amount paid 


ae hd 


out on the duty paid value?—A. On the larger amount. 

Q. Now then, dealing with tractors, we have been speaking now of what is 
sometimes called the dumping provision of the customs tariff act. Tractors are 
not manufactured in Canada and they were subject to duty up until recently. 
There again in purchasing these tractors you would have to show the fair market 
value when importing these goods too; that is correct?—-A. That is true. 

@. Do you happen to know, Mr. Morrison, if in your export trade to other 
countries you meet similar regulations, regulations similar to our fair market 
value provision which is contained in subsection 6 of section 43 I think?—A. I 
do not know whether we do or not, Mr. Graham. I am not sufficiently familiar 
with the tariff regulations of foreign countries to be able to answer that question. 

@. My own brief examination of the detailed information submitted to us 
is that generally it is a c.i.f. basis, a landed basis, rather than fair market value. 
Take South American for instance, I notice that was the case with Argentina?— 
A. I am not prepared to testify on that subject. 
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Now then, to go back to your system of selling organizations in the ; 
United States, Mr. Morrison, I notice that you stated and I notice that in other 
inquiries it has been stated that there is a marked difference between the 
American system of distribution and the Canadian in as much as in the United 
States it is suggested that you sell outright to the dealer and he in turn assumes 
all responsibility after that. I wondered if that is correct, except as a rule of 
conduct rather than the actual course of business?—A. Well, the only reason 
that the Canadian dealers are not on the same basis as the dealers in the United 
States is because the dealers in Canada have not been able to finance their retail 
operations the same as the USS. 

Q. But, have your American dealers?—A. Yes. 

Brees | just wanted to call your attention to that, and I am not criticizing 
your attitude. I am not going to give you the name of the companies here, 
because it is not important at the moment, but it is a letter addressed to the 
Canadian government trade commissioner at New York and it is in reply to an 
inquiry which we asked them to make. The letter was dated May 5, 1936, and 
it states :— 

We have your letter of April 28th and in reply have to say that 
there is no substantial difference between the method of sales and dis- 
tribution of farm machinery in the United States and in Canada. It is ~ 
true that there are more dealers in the United States who are in position 
to purchase outright machines for stock. We operate under a sales 
contract in the United States and under a commission form a contract 
in Canada. Nevertheless in both countries we accept the farmer’s DApEE 
as direct credit and carry the farmer ourselves. 


Then in this report to which I have made reference, the hep out of the Federal 
Trade Commission of 1920, I notice that all the incidents of our system were 


then at least in practice in the United States. Let me just go over it. In the — 


1920 report the commissioners find, that the manufacturer either of itself or 
‘through its sales organization mairitained salesmen *and experts. And then it 
deals with your company’s position, gives credit either to the dealer—which ~ 
would of course be the same thing as if you gave it directly—and it shows that 
you have the same problem in the collection of your outstandings as we have 
here; that you carry on extensive advertising campaigns; that freight charges. 
from the factory to the branch house are paid by the manufacturer; that the 
retail dealer ordinarily pays the remaining charge; that you maintain transfer » 
points and that you service machines. And it struck me, Mr. Morrison, that- 
there is no distinction in fact between the problem which the American parent 
company has in its distribution system and the problem the Canadian company 
has; and I notice that you carry, as I pointed out there, some $170,000,000 of 
dealers and farmers notes. Do you not agree with me that there is in fact 
exactly the same load placed on the American company as on the Canadian 
company ?’—A. Not exactly. 

Q. What would be the distinction?—A. In the first place, the leader in 
the United States has his own money invested in the repair stock which 
he carries. , 

Q. In Canada that is not so?—A. That is not true in Canada. 

Q. You give them to him on consignment?—A. Yes. 

Q. In all cases?—A. Oh, there are some classes of repairs that we stipulate 

in our contract that we will not carry at the end of the year, but the vast 
majority of repairs he has in his inventory at the end of the year are what we 
call “on consignment” repairs. 

Q. Yes?—-A. And there are instances where dealers prefer beh and are 
able to purchase repairs under a straight sale contract in Canada, and we are 
glad to have them do that when they are able to do it. Now, another distinction — 
between the dealers operations in the United States and Canada 1s that ct 

(Mr. C. R. Morrison. ] 
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dealer in the United States does stock machines and to a considerable extent 
there is no consignment contract between the selling company in the United 
States and the dealer. There are terms given that will enable the dealer to 
have an extended term on certain machines if they are on hand and unsold 
at a given date, but there is a final pay day when if he still has the machine 
on hand he must pay for it. So, the dealer in the United States has more money 
invested in his stock of implements than the dealer in Canada. In reselling these 
implements the dealer in the United States while he is able to finance a reason- 
able stock of implements is not able wholly to finance the resale of these imple- 
ments because frequently they are sold on long terms to farmers. In that resale 
credit the selling company in the United States agrees to accept these farmers’ 
notes if they are good and collectable and apply them to the credit of the 
dealer’s account against the purchase price of the machines. Have I made it 
clear, Mr. Graham? 

Q. Yes.—A. That is a similar feature between the dealers’ operations in 
the United States and in Canada, that in both places the Harvester Company 
or its subsidiary does finance the final credit for sale of goods to the farmer when 
they are sold on extended terms and when the farmer’s paper is good and 
collectable. 

Q. Yes. I notice this, Mr. Morrison, as just a fact that has some im- 
portance in testing the extent to which the manufacturer in Canada and in the 
United States carry their outstandings in their reserves. I notice that the 
percentage is about the same, in fact Canada is a little higher, about $2,000,000. 
~The Canadian outstandings are given on exhibit 6 in section 6-A-5 as being 
$9,300,000 with a reserve of —yes, roughly $10,000,000. Now, assuming that 
the Canadian company represent about 15 or 20 per cent of the whole you 
will notice that the parent company has a larger percentage of outstandings 
proportionately than has the Canadian company. That. would seem to bear 
out the suggestion that the parent company is acutally carrying a heavier load 
of credit than is the Canadian company, keeping in mind ratio of sales?—A. 
But, in the parent company’s figures are receivables taken from dealers— 

~ Q. Quite?—A. —in connection with the outright purchase of these imple- 
ments, while in the Canadian company figures receivables represent solely 
or almost solely the farmer’s paper. 

Q. I agree, but it would not matter much in the net load placed upon 
the company whether you financed the dealer or the farmer; the load would 
be in having to finance somebody, wouldn’t that be correct?—A. I think that 
is a fair statement. 

Q. That would be a fair statement either from the standpoint of the manu- 
facturer or the sales subsidiary?—A. You know, not having the figures before 
me, Mr. Graham, I am somewhat at a disadvantage. 
~  Q. You might make a note of that as something to consider and give us 
your opinion on it later on?—A. I could do that. 

Mr. Senn: Mr. Chairman, may I ask a question in connection with a 
matter just at the moment? 

Mr. GraHam: Mr. Chairman, I am through with this particular branch 
of my inquiry into the parent organization. I suggest that members of the 
committee be given an opportunity to ask any questions they wish on that. 


By Mr. Senn: 


~Q. Professor Hardy’s evidence yesterday had to do particularly with prices 
in northern Dakota and Montana as compared with prices in Saskatchewan. 
He made the statement that, owing to drowth conditions in the northern states, 
you had to change your system of distribution in that area and sell on con- 
signment, the way that you do in Canada.—A.. That is not correct. 
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Q. I just wanted to know what the system was.—A. We are not selling 
on consignment in the United States. 

@. I beg your pardon?—A. We are not. selling on consignment in oehe United 
States, even in that territory. 

Q. What changes have you had to make in those areas where the dealers, 
owing to the depression and other causes, have been unable to buy outright?— 
A. Well, in the first place, because of drowth conditions that have existed 
there, the dealers have not purchased in the quantities that they would have 
under other circumstances. They have not made the purchases. There might 
be instances—and there are instances as far as that is concerned—where the 
final due date arrives for the payment by the dealer for a purchase that he 
has made of implements, and he is unable to pay. In cases of that kind, if he 
is unable to pay, we are simply forced to carry it. It is a debt that he owes. 
It is a debt that he will pay, presumably, as soon as he can. But it is another 
case of these due bills receivable. 
| ©. But on the whole, you have not changed your system?—A. We have 
not changed our system. 

The CuarrMan: Are there any other question on this particular phase of 
the inquiry? 

Mr. Warp: I have a question I should like to ask. It may not be just 
exactly the proper time to ask it. 

The CHAIRMAN: Excuse me a moment, Mr. Ward. I am going to sug- 
gest to members of the committee that, when they come to ask questions either 
of Mr. Graham or the representatives here, they kindly stand up. It gives 
every one a much better chance to hear. | 

Mr. Bertranp: And also give their names. 

Mr. McLean: The chairman will do it first, of course. 

The CHatrMAN: Mr. Ward, will you kindly give your name? 

Mr. Warp: I think the reporter knows me all right. 


By Mr. Ward: 


@. What reduction would or could be effected in the price of machinery 
to the farmers if sales were made on a cash basis?—A. The difference between 
the cash price that exists to-day and the time price that exists to-day. In | 
our retail price list we name a price for cash on delivery; and the difference 
between that price and the price that the man would get if he bought the 
implement on various terms represents the advantage that e cash buyer | 
would have. That is provided for in our present prices. 

(). None of the losses incurred due to time sales are charged up to the cash 
purchasers?—A. I would not say that. There is not a business of any kind 
in existence that does not have to provide in its price levels a certain amount 
for losses. . | , 

Mr. Grauam: I think Mr. Ward’s question is directed to this situation: — 
Suppose you were able to sell all your implements for cash and had no collection 
problems and no bad debt problems. Is that your point, Mr. Ward? 

Mr. Warp: That is the point. ire 

Mr. Grauam: Would you care to estimate, Mr. Morrison, the saving that — 
could be made in the price to the consumer? I think that is Mr. Ward’s point. — 

Mr. Warp: That is it. 


Wirness: That is a hard question to answer without. thought, and study of 
the figures. If you mean how much of a reduction we could make in prices as 


they exist to-day if the business were immediately put upon a cash basis, I would — : : 


say that our prices to-day are entirely too low considering the costs of miami, 
[Mr. C. R. Morrison.] C3 
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facturing. Therefore to name a cash price that would be an ideal price if the 
_ business were conducted wholly on a cash basis and to state how much lower that 
price would be than the present existing prices, I cannot answer that off-hand. 
I would like to say this, however, that in western Canada from 75 per cent to 
85 per cent of the purchases of implements by farmers are on a time basis, and in 
eastern Canada a somewhat smaller figure.. They buy on a time basis because 
they are unable to pay the full cash price. Now, if we established solely a cash 
business, that very large part of the farmers in Canada could not buy the 
machines. They are farmers that we want to give service to just the same as the 
other farmers.. They need the implements. They could not pay for the imple- 
ments if they had to pay entirely in cash. Therefore they would not get the 
service. Our: volume of business would be reduced to the point that our costs 
on such of the goods as we did sell on a cash basis would be so high that the cash 
buyer would have tc pay a higher price that he is paying to-day, because the 
smaller volume of business would have to carry the expense of running the 
business. , 

Mr. Goupina: Mr. Chairman, I have a question to ask. Could Mr. Morrison 
give any statement as to the amount which had to be written off by the parent 
company as well as the Hamilton company, on account of being unable to make 
collections during the period that we are now discussing in Canada? 


Mr. Grauam: That information is given in your reply, and will be given by 
Mr. McDonald in the auditor’s report. 7 


The CHAtRMAN: Speak up, Mr. Graham, please. 


Mr. Grauam: Incidentally on that point I might ask Mr. Morrison a ques- 
tion which may throw some light on it. 


By Mr. Graham: 


Q. I notice in your annual report which I have been referring to—and which 
I propose to file, by the way, Mr. Chairman, as an exhibit—-that you state: “The 
company has followed its established practice in charging off against its bad debt 
reserve all receivables determined during the year to be worthless, and all other 
receivables in the United States and Canada more than five years old (less re- 
coveries during the year on debts previously written off), and adding to the 
reserve an amount deemed adequate to provide for future losses.” That is 
hardly correct, is it? In your Canadian business you have not followed that 
out?—-A. We have not on the Canadian company books, Mr. Graham., But in 
that combined statement that you have, provision has been made for whatever 
amount is required. 

Mr. Grawam: Yes. The exact figures of the Canadian company will be 
presented to the committee, Mr. Golding. 


Mr. Goupinae: They will be presented? 
Mr. GRAHAM: Yes. 
Mr. Goupine: I think that is something worth having. 


Wirness: I thought I had some figures here that could answer you definitely 
off-hand. But my recollection is that, in the period that you are talking about, 
our bad debt losses already sustained or estimated to be sustained on the volume 
of business done in that period is about five per cent of the volume of business. 
I think that is the correct figure. That volume of business, of course, represents 
our total volume, and includes cash business where the man pays when he gets 
the goods, as well as the other. 


By Mr. Golding: 

Q. We hear this statement made so many times, I think the committee 
would be entitled to get some actual figures to show just exactly what is 
happening in that connection?—-A. We will be very glad to give you those 
figures. I can state further that my recollection is—subject to correction if I 
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find when I get the figures that they are not exactly right—that these losses 
already sustained or estimated to be sustained for that period represent about 13 
per cent of the time sales or the notes taken in that period. 

The CHArrMAN: Well, it is nearly one o’clock. I presume it is hardly worth 
while starting on any other individual feature. 

Some Hon. Memsers: No. 

Mr. McLean: When do we meet again? 

The CuarrMan: I think the committee should meet this afternoon. 

Mr. McLaan: At four o’clock? 


The CHarrMAN: Will somebody move we , Adjourn now, to meet at four 
o'clock? 

Mr. McLean: Yes. 

Mr. Jounston: I will move that. 

The CHAIRMAN: oven we will meet this afternoon at four o’clock. Are all 
agreed? 

Some Hon. Mempers: Agreed. 


The committee adjourned at 12.55 p.m. to meet again at 4 p.m. 


AFTERNOON SITTING 


The Committee resumed at 4 o’clock. 


The CuHarrmMan: Gentlemen, if you will kindly come to order we will start 
this afternoon’s meeting. May I say that it is the wish of counsel and I think, 
perhaps, for the general information of the committee as well it is advisable, 
that we put Mr. Macdonald on the stand this afternoon and allow the imple- 
ment company to stand down until to-morrow morning. I think it is important 
that we should have an interim statement from Mr. Macdonald, who is dealing 
with the International Harvester Company this afternoon. Of course, Mr. 


Macdonald will be subject to the examination of the committee just as anyone . 


else. However, may I repeat the request that I made this morning that each 
person who desires to question the witness should stand up and ask his ques- 


tion in a voice sufficiently loud that the reporters may hear. That is very 


desirable. 
Hon. Mr. Moruprwetu: Hear, hear. And the other fellows too. 


Mr. McLean: Before Mr. Macdonald commences with his evidence, I 
would like to move that the number of copies to be printed of the daily 
evidence be increased to some blank number. I do not know how many you 
have printed now, but I asked for a number of extra copies and I was told 
that the number at present printed is not very large. I would like to see a 
much larger number of copies of the daily evidence printed from now on, includ- 
ing to-day. 

The CHarrman: At the present time 500 are printed in English and 250 
in French. In order to do what.Mr. McLean suggests we would have to ne ees 
back to the house to get permission to print additional copies. 

Mr. McLean: I move that this-matter of extra copies be included in the 
report. I do not know how many the committee should have printed, but I 


think the number supplied at present is too small. I move that 1,000 copies 


be printed in English and 350 in French. 


verges 
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Mr. Senn: Where does the demand come from? In what direction does 
Mr. McLean want them to be sent? 


“Mr. McLean: I would like, and I think every member of the committee 
and every member of the house would like to get a fair number of extra copies 
that are not available at the present time. By the time the members of the 
two houses are supplied and departmental demands are met there is practically 
nothing left for distribution, and I think that an enquiry as important as this 
one is developing into, particularly from to-day on, should have enough 
copies printed so that every member could get a reasonable number in addition 
to the copy that comes to him. 

Mr. Senn: I suggest that if this is done each member should get his 
quota. ‘There would have to be a proper division, otherwise someone would get 
in ahead of the others. 3 


The CHairmMan: Will you leave the matter in the hands of the sub-com- 
mittee? — : 
Mr. McLean: Yes, that will suit me. 


The CHarrman: It is moved by Mr. McLean seconded by Mr. Donnelly 
that provision be made for the printing of additional copies of the evidence 
from this day forward. 


(Carried) 


Mr. Dovueuas: Once the type is set up, it is just a matter of the cost of 
additional paper. 
The CHAIRMAN: ‘That is all right if we use them. 


Water Macpona.p, recalled. 


Mr. Chairman and gentlemen, I submitted certain facts and reported on 
certain matters with regard to the International Harvester Company of Canada, 
Limited. In order that the committee might be fully apprised of the import 
of the submission which I am about to make, it is necessary that I should review 
the events leading up thereto. On April 2 the scope of the enquiry was placed 
before you by counsel for the committee. It was indicated therein that I would 
at once proceed with the preparation of a questionnaire to be submitted to the 
three large manufacturing firms in the industry; that is, the International 
Harvester Company of Canada, Limited, the Massey-Harris Company Limited, 
the Cockshutt Plow Company, Limited, with its controlled affiliate, the Frost 
and Wood Company, Limited, now wholly owned. On April 8 the representatives 
of the three companies attended in Ottawa and a draft questionnaire which I had 
prepared in the meantime was placed before them and thoroughly discussed. 

From information available to me from other sources I find that the length 
of time which usually elapses between commencement of an enquiry such as this 
and the mailing of the questionnaire to the companies varies from six weeks to 
three months. Your questionnaire was produced to the companies three 
weeks after Mr. Graham and I arrived in Ottawa. Similarly the time allowed 
to the companies for answering and to the auditor for considering, verifying 
and reporting on the answers is usually about twice as much as had been allotted 
to the companies and myself in this instant. 

After conferring with your chairman and in view of the approaching 
prorogation of the House, I again met the representatives of the companies in 
Toronto on May 12, and pointed out that the exigencies of the situation demanded 
thé utmost speed in replying to the essential parts of the questionnaire. As a 
result they promised to give me as complete returns as possible and to have 
these insmy hands by the morning of May 25. This they did, and I may here 
say that the co-operation received from the companies has been excellent and 
that they have done everything in their power to satisfy my admittedly exacting 
demands. The two large companies particularly have exercised every effort 
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to furnish information. At the same time all of this has been produced under 
pressure and it was obvious from my initial scrutiny of the matter submitted 
that the replies had not been thoroughly considered or co-ordinated before being 
sent in. Mistakes were almost inevitable, and in many instances figures produced 
in one section did not correspond ‘with similar figures reflected in other sections 
of the replies. 

Of necessity therefore a great deal of tabulation and checking of detail was ~ 
necessary in order to bring the information submitted in line with the require- 
ments of this inquiry. This tabulation was completed, also under pressure, by 
myself and by my staff one week ago. | 

Since that time I have visited the head office of the International Harvester 
Company of Canada, Limited, at Hamilton and without in any way verifying the 
accuracy of the information submitted, I have at least co-ordinated certain 
parts which required co-ordination, and have assured myself that the financial 
picture which I will endeavour to transmit to you covers the periods indicated. 

The figures now submitted to you are fundamentally those submitted to 
me by the company in question, with certain changes in, and re-arrangement 
thereof made by myself. Such changes as I have made are at least known to 
the Harvester company, if not acquiesced in by its officers. 

I repeat, however, that the information furnished to me by this company 
has been produced under pressure and that the figures now submitted by me 
have also been produced under pressure and without verification. In consequence 
this must be viewed by your committee in the light of an interim submission, 


Officials of the International Harvester Company who are now present for 


examination are of course aware of all of these facts. 
Are there any questions at that point? 


By Mr. Senn: 


Q. You are not suggesting, Mr. Macdonald, that the figures are not suffi- 
ciently accurate for the purpose of the committee?—A. No, I am not suggesting 
anything of that kind; but as you will realize Mr. Senn, figures submitted by any 
company to be transformed so that they reflect the things which this committee 


is inquiring into—in other words the company produces these figures for its 


own purposes, which are not always in line with the purposes of this committee, 
and in-addition, of course, there are very often factors underlying the services 
which can only be determined by a closer examination of the records that I have 
been able to make. 


By Mr. McLean: 


_Q. Mr. Macdonald, you said some figures had been altered by you. I 
presume you meant they had been re-arranged from a bookkeeping standpoint. 
You do not mean the figures have been changed by you?—-A. Well the under- 
lying figures are not changed, but the captions under which they have been 
shown have been moved from one section to another because of the fact they 
were not in line with the purpose of this committee and I think that makes it 
clear. I call the next caption “ The effect of the fixed value for duty purposes 
a the operations of United States ‘manufacturers selling their products in 

anada.”’ ; 

At various times in the conduct of the inquiry by your committee reference 
has been made to the effect. of the dumping regulations of the Canadian Govern- 
ment and in this connection I refer you more particularly to the submission of 
Mr. Edward H. Richards, Appraiser of Values for the Canadian customs, pages 
228 to 235 of the printed proceedings of your committee. , 

In order to enable your committee to evaluate the effect of these provisions. 
and of duty, as factors in the Canadian distribution of implements manufactured 
in the United States, I have prepared the following documents which I now 
submit. : : 

[Mr. Walter C. Macdonald, C.A.] 
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STATEMENT SHOWING THE EFFECT OF “FIXED VALUE FOR DUTY PURPOSES” 
AND OF DUTIES AND EXCISE TAX ON THE PROFITS OF CANADIAN 
SALES SUBSIDIARIES OF UNITED STATES MANUFACTURERS 


(One implement. only) 


Code 3 19300 1931 

Do Oash: Price "to ckarnier 0,08) Winmiper ie ee ee Sal de 180 130 
Deduet— 

2. Commission to agent.. .. . Beles Re NG Anes SEE IC Ue Os Sea aan 23 

3. Freight from factory to Winnipeg. oP AND HIS OPO siye TS ARW e ve 7 

4 30 30 

Do Neb sales: TealiZoulLone COX COMMDAMY otic) acy) is ai) ae eee ee Heat LOO 100 
Cost of Sale— 

6. Invoice price-from U.S.A. factory... POR Mat VOR aTS a AAzea! 79 

7. Duty (and Excise Tax 1 per cent in 1931). an ibe 5 21 

Men eey COMb ate a Lame cmt eee Nhe Nall et oot oo PNR RN EME a ed Neel hs aa a 1.00: 


9, Margin over cost of sale available to Canadian Com- 
pany to pay its selling and distribution costs, collection 
and bad debts expense and administration, etc... .. 16 ane sui! 


Spread or mark-up between factory cost and net sales rea- 
lization as above— 


ate NeL NT OO LEZ CLOUY Mo chee vt A aR ye AE Brae KOO ea G5 100: 
10. Factory cost 1930 bass (th S. 1 Feit Shan altaeatle o,Miihe: bi oe honey 62 
Spread: or mark-up-cover, factory. Costs 3." lini ae Mien BS 38 


Division of Spread or Mark-up— 


11. U.S.A. company or factory... .. . Aa Sede sba oR MU 17 17 
12.- Canadian Government duty and excise... 6.030.020 S04. 5 vk 
ie Mata HARA SA los COMIDANY. Te Qik corte oie eik) getdate gah e gual 16 nil 

38 38 


Pa 
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Cuart A 5 
EFFECT OF DUTIES AND OF FIXED VALUE FOR DUTY 
PURPOSES ON THE OPERATIONS OF CANADIAN SUBSIDIARIES 
OF UNITED STATES COMPANIES 


Agents 
Commission 


ee 


Margin Available 
for Distribution 
Expense, 
Administration, 

Return Expanded Coe 


“FEEL 


| 


on Investment, 


and Duties. vee 


| 


| 


ae ae 


| 
| 
| 
| 
| 
| 


ce ra a 


United States 
Company i 
Factory : 
Cost: ay 


United States 
United States Company 


\ Company 


ese 
(October) — 
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It should be appreciated that this inquiry has no jurisdiction in the United 
States and that certain of the information set forth in table A and chart A 
is only made available through the courtesy of the company who supplied the 
figures. 

i Table A should not be considered as being typical of all implements and 
machines imported into Canada for resale but simply as indicative of the effect 
of the factors above enumerated on such imports. 

The “fixed value for duty purposes” obviously produces a substantial 
diversion of the profit margin from the Canadian selling organizations of the 
United States manufacturers to the parent companies in the United States. 

This principle is also applicable to other companies operating in Canada 
through their selling subsidiaries or through direct factory branches. In this 
category would be included such companies as John Deere Company, Ltd., 
The Minneapolis Moline Co., The J. I. Case Co., and the Oliver Company, as 
well as the International Harvester company. 


By Mr. Donnelly: 


Q. Where does the fixing of value for duty purposes come in this? You 
have the value of your goods there in 1930, which is 79. Your duty on that 
machine may have been 6 per cent—it was 5 in 1930, and in 1931 it was 21 along 
with your excise tax. Where is your fixing for duty value there?—A. I think 
we should deal with that as we come to it. 

_ @. I do not see any fixing for duty value about it. I was wondering where 
_ the fixing for duty value comes in.—A. That is using the phrase which is used 
in order to cover the general term which has been used in connection with it. 
The companies value for duty purposes establishes the value at which it comes 
into Canada. 

(). I understand that; it looks to me as if some goods are coming in at 
the same price. Is that not the difference? At one time it was 6 per cent, and 
then it came to 21 by excise tax?-_A. The point is if the fixed value was not on 
it would come in at a lesser; it would be allowed to come in at a lesser duty. 

Q. It would have done the same thing in 1930?—A. I think, doctor, if we 
can go on we will deal with it. I have carefully gone through this so that al] 
the facts may be covered, and I think that phase is covered as well. In view 
of the limited time available to the committee your chairman did not consider 
it advisable to submit a questionnaire to these companies. Consideration of 
the position of these companies in the industry is none the less vital to any 
complete survey inasmuch as the four companies indicated sold approximately 
18 per cent of the Canadian requirements in regard. to farm implements in the 
years surveyed by the royal commission of 1934. 

The figures in table A were only available for the years 1930 to 1933 and 
for simplicity I have confined the table to the years 1930 and 1931, reflecting 
adequately, I think, the effect of a relatively low duty rate as compared with 
a relatively high duty rate. 

The figures for 1930 apply prior to the change in tariff on September 18, 
of that year. 

Referring now to Table A. (For simplicity in reference I have allocated 
to the different figures in this table, code numbers which will be found in the 
left hand margin.) 

Item No. 1 shows the cash price to the consumer at Winnipeg which was 
the same in both years. 

_ Items No. 2 and 3 show the deductions for agents commission and for freight 
from the United States factory to Winnipeg. 

Item No. 4 is a total of items 2 and 3. 

Item No. 5 reflects the net price realized by the Canadian company in 
Canadian dollars from the sale of the implement in question. 
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Item No. 6 shows the invoice price from the United States to the Canadian 
company and is computed, I have ascertained, at the rate of 86-62 per cent 
of the U.S. dealers’ price f.o.b. Chicago. 

In round figures, the fixed value for duty purposes in this case is thus 
134 per cent below dealers’ price in the United States. | 

Item No. 7 shows the duty computed in 1930 at 6 per cent on the invoice 
price and in 1931 at 25 per cent of the invoice price plus 1 per cent excise tax. 

Item No. 8 is a total of items 6 and 7 and is the cost to the Canadian 
company comparable to the realization shown in item No. 9. It will be noted 
that in 1931 the invoice price from the United States factory plus the duty 
paid to the Canadian Government exactly equalled the net price realized by 
the Canadian company in Canadian dollars, leaving nothing for selling and 
distribution costs, for collection or bad debts or for administration expense or 
return on capital invested in the Canadian selling company, while in 1930 there 
was a small margin to the Canadian company (item 9) in the amount of $16. 


In the lower half of table I have shown a division of the profit margin 
or “spread” between the United States manufacturer, the Canadian Govern- 
ment and the Canadian Sales Company. 


Item No. 5 in the lower half is comparable with item 5 in the upper half — 
being $100 in each year. | ; 

Item No. 10 is the factory cost (1930 basis) and the difference between 
the two gives the spread or mark up over factory costs in the amount of $38. 

Item No. 11 shows the United States company to have received the same 
amount in each year. 

Item No. 12 shows the Canadian Customs took a considerably greater 
amount under the high tariff of 1931 than it did in the first period. 

Item No. 13 shows that the Canadian Sales Company had less than 16 
per cent margin for selling, collection and administration expense, etc., in 1930, 
and no margin at all when it came to October of the same year. tac’ < 

Chart A shows the results as Table A but will probably assist you in ~ 
visualizing the effect of the “fixed value for duty purposes” and of the change 
in duty rates, on the operations of the company when they are considered. 


The first column shows a breakdown of the implement referred to in 
Table A in Chart Form. Net realized price to the company has been shown ° 
as $100 and, in this case, the additions for agents’ commissions and freight 
amounted to $30, making the price to the farmer $130. ; 

The implement cost the (United States) company to. manufacture 
$62 leaving $38 out of which to pay— | 


1. Distribution and administrative expense of the Canadian company who 
market the machine. 

2. Duty paid by the Canadian company. ‘ 

3. Administrative expenses and return on capital only, to the United States 
corporation. . 


On Chart A it will be seen that the Canadian company received a margin 
($17) in 1930, but nothing in 1931. The actual cost of distribution in Canada, 
exclusive of return on capital, will be shown to you later in this submission—it — 
amounts to over 18 per cent so that the margin allowed to the Canadian company ~ 
even in 1930 was insufficient to pay the distribution charges. 

Duty in 1930 was $5, being 6 per cent on a figure slightly in excess of $80, 
and that was the fixed value for duty purposes. ae a 

The United States company thus received $16 to take care of its adminis- — 


trative expenses and return on capital. 
[Mr. Walter C. Macdonald, C.A.] 
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Admitting at the present time that my information is incomplete, it appears 
to me that a margin of 10 per cent over factory cost to the American manufac- 
turing company in this instance, would be liberal. 

The third column shows that the Canadian government by increasing the 
duty and inaugurating an excise tax in 1931, took all of the profit which had 
previously gone to the Canadian company leaving it no margin on which to 
pay its distribution and administrative expenses. For clearness I have confined 
this comparison to a year in which United States exchange was at parity, or 
better. In the years 1932, 1933 and 1934, as you have seen from a chart sub- 
mitted to you from Mr. Rutherford, United States exchange was at a premium, 
therefore, the Canadian company not only had no margin for distribution and 
administrative expenses, but was operating at an actual loss in the amount of 
the premium paid on the United States funds. This loss would still further be 
increased if the distribution expense were added to the adverse exchange per- 
centage. 

Although in these years the United States company would apparently con- 
tinue to receive its profit margin of $16. | 

Are there any questions on that? Has that cleared up Dr. Donnelly’s 
point. 

By Mr, Donnelly: 


_Q. 1 do not see anything else in it than just the effect of the duty. You 
have shown us the difference in the amount of duty at different times. But as 
I understand fixing of value for duty purposes it is this: You go over there to 
the United States and buy an implement for which you pay $79, and when you 
go to bring it in the government says the value is not $79, the right and proper 
value is $130, and you pay duty on the $130. They fix the value that you have 
to pay duty on. This does not say anything about the fixing of value for duty 
purposes, it just shows to me the effect of the duty as applied to two different 
scales of duty?—A. Perhaps the chart does not—it may be open to criticism 
there—as I say, this was produced under pressure. The intent was just to 
_ show in the first column what the United States factory cost was and then to 
show the margin between the cost and selling price and to break it down be- 
tween the Canadian company, duty and the United States company. Now, the 
point is that if your duty value were not fixed it would have cut down the 
United States company’s proportion which is shown in column 2, and would 
correspondingly have increased the Canadian company’s proportion. 


By Mr. Senn: 


Q. Well, in any case the price is the same to the farmer in these years 
which you have under discussion?—A. Presumably, yes. This covers but a 
short period of time, it really is not two years. I had it down originally as 1931 
and 1930 but it was pointed out that the cost of these implements was a little 
different in 1931 and I have changed it to two months. 

Q. In the case of the International company the Canadian company is 
practically wholly owned by the American company, is it not?—A. Yes. 

-Q. Well then, whether the profit accrues to the Canadian company or to 
the American company is a matter of indifference to the International Harvester 
company?—A. That is true, but it reflects a very marked change in the profits 
of the Harvester company which you have under consideration at the present 
time, the Canadian company. 

Q. Is it fair to assume this, that the Canadian treasury received a larger 
amount in 1931 from imported implements than they did in 1930?—A. Well, 
that depends on the number imported, of course. 

Q. You are speaking of imported implements only at the moment?—A. 
Yes. 
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Q. So that the Canadian government after all is receiving the benefit of 
the higher duty?—-A. The Canadian government? | 

Mr. Cieaver: Might I interrupt, Mr. Chairman; | think the parent com- 
pany overcame that difficulty and did not pay the Canadian government the 
increase, they overcame it by marking up the price of their goods. The actual 


duty paid would be on their selling price, but they escaped the dump duty, and. 


the difference between the dump duty and the small amount of increase in 
duty would not be a large amount. : | 


By Mr. Senn: 


Q. I think still, Mr. Macdonald, in fairness we should say this, that the — 


importations themselves fell off in 1930?7—A. Yes. 


Q. And the percentage of importations in relation to the amounts sold. 


fell off, so that it would have the effect finally of throwing more business into 
the hands of the Canadian company, would it not?—-A. Not in this case. 

Q. Well, if their importations were only 40 per cent of their total sales in 
1931 and 1932, as Mr. Morrison said this morning, and where they are down 
from what they were previously, surely that is an indication that the Canadian 
company enjoy a larger percentage of the business than formerly?—A. That 
might be, but there was less of a demand for the goods which were formerly 
imported, for instance tractors; that would hit their importations heavily, be- 
cause the demand and output of tractors has been relatively small since 1930. 


But that again is outside of my province, unless you want to develop that 


point. 
Mr. Senn: Very well. 


By Mr. Evans: 


Q. In your chart A, August and October, 1930, you show the duty, and 


the Canadian company; in the next chart, in October, you show the Canadian 
‘company and the duty absorbing all the margin of the Canadian company— 


that and the excise tax; does that mean that the Canadian government got alle is 


that the Canadian company got before?—A. That is exactly it. 
Q. The margin?—A. Yes, but there still remains an element of profit which 
was entirely in the hands of the United States company. , : 


_ Q. In the parent company?—A. Yes. But the real import of this as far as 
the question we are considering is concerned is this; that if you have sold a 


thousand dollars worth of goods and you have bought one-half of them at $66 


you have made a profit of 33 per cent on that half; but if you bought the 
remaining half at the same price at which you had to sell them naturally your 
market. has decreased on the average. And now, that is the net effect of this 
thing on the item which we are considering at the present time. : 


By Mr. Donnelly: : 


Q. What part of the mark up price do they pay the duty ont ok They pay 


it on 86-666 of the dealer’s price at Chicago. | 
Q. When the dealer buys the goods from the company, at the factory door? 


__A, At Chicago, at the factory door. Now, that is not 86-666 of the net price 


which the company realizes on the sale to the dealer in Canada, because of the 1 


rv 


fact that the Canadian price is different from the American. 5 ' 


Wirness: Now, as to the effect of the factors shown in Table A on the 
operations of the International Harvester Company: At this point let me say — 


that the Canadian Harvester Company acts in two distinct capacities. 


1. As manufacturer and distributor of the product of its own factories 
in the Dominion. . | 


2. Ag distributor of the product of the American factories of the Harvester 


Corporation (and to a limited extent of other products). 
[Mr. Walter C. Macdonald, C.A.] ie 
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Mr. Morrison, the President. of the Canadian company, stated before the 


_ Royal Commission that aproximately 50 per cent of the implements and machines 


sold in Canada were the product of their U.S. factories, up to 1930. Since then 
the percentage of American manufactured goods sold to the Canadian subsidiary 
had shown a decreasing percentage. ; 


As to its operations in the second capacity, I have indicated that a diversion 
of profit occurs through the operation of the “ fixed value for duty purposes ” 
provision of the Canadian Customs, inasmuch as the price which the United 
States manufacturer shall charge to the Canadian distribution company was 
fixed at a margin of 13-38 per cent until May, 1935, below the prevailing dealers’ 
price in the U.S.A. This margin is insufficient to provide for the normal expenses 
incidental to distribution in Canada, including selling, servicing, collection and 
bad debts expenses, and other such items. In other words, the Canadian 
distributing company is forced to operate at a loss while as we have seen in 
Table A a margin of $17 of the net sales realization dollars goes to the U.S. 
manufacturer. ' 


In view of all these facts it was necessary that as your auditor I should 
have an estimate of the effect in dollars and cents of the diversion of profits in 
this case, and at an interview in Toronto on May 12 I asked the representative 
of the Harvester Company for this information for all of the years from 1913 
to date. This I confirmed in writing on May 16. No information, as yet, has 


_ been forthcoming from the officials of the company. 


On my visit to Hamilton last week, I naturally inquired into this feature 
and was informed that the conipany does not break down its sales or cost of 
sales as between Canadian manufactured implements and implements manu- 
factured in the U.S.A. The records of the company tend to support this in so 
far as I have been able to examine them in the very brief time at my disposal. 
It is admitted, however, by the company that both the gross profit and the net 
profit shown by the records of the Canadian company are weighted downwards 
in terms of this excess charge, the amount of which cannot be readily 


| determined. 


This fact must be borne in mind throughout our discussion of the operating 
results of the company, and in connection with practically all of the financial 
statements to be submitted to you by me in regard to the operations of the 
International Harvester Company of Canada, Limited. 


It may be opportune to say, in fairness to the company, that in as much as 


the Canadian government fixes the price at which these goods shall cross the 


international boundary the company must utilize that price in invoicing to 
Canada, or pay a dumping duty; also that the company officials have co-operated 


- with me in examining ways in which an estimate of the figure in question can be 
arrived at. They will, no doubt, furnish counsel with the reasons for their failure 


to establish definite figures, one of which is, I understand, that underlying invoices 


_ are not available for more than three or four years back. 


eo 4 


Pd 


Now we come to table B and table C. 
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INTERNATIONAL HARVESTER COMPANY OF CANADA, LIMITED 
CONDENSED STATEMENT OF PROFIT AND LOSS, 1926 TO 1935, INCLUSIVE 


(In Thousands of Dollars) 


First Last 
4 Years 6 Years 10 Years 
1926 to 1929 1930 to 1935 1926 to 1935 


Net Sales: 
After deducting agents commissions and 
freight from factory to point of sale, etc. 103,019 59,285 162,304 


Cost of the Above Sales: 
Including goods manufactured in Canada _ at 
factory cost and goods purchased from In- 
ternational Harvester Company U.S.A. 


aud otherwise at invoice value basis.. .. 77,148 47,410 124,558 
rns) PEORUW A 2. ok oy ae Re eT eke ere shee Stee 11,875 37,746 
Markeup spercentages fess utc ee osu ge ie les | Ser OBS 25-05 % 30: 30'% 
Expenses: 
Management-and administration... .. .. .- 781 526 1,307 
Selling (and) distribution egos) oe 10,174 11,319 21,493 
Collection NSxpPense si. vs Tete eewtm oles | sls as 2,223. 2,198 4,421] 
Provision for bad debts... se ie Se 4,205 2,420 6,625 
Loss on exchange—U.8.A. and other.. .. LG 766 843 
17,460 17,229 34,689 
Less interest received net of interest paid, . 
and other sundry revenues... .. .. .. .- 3,134 1,585 4,719 
Total expense net of incidental revenues.. 14,326: 15,644 29,970 
Profit or Loss on Operating... .. ..... .. 141,545 3,769 7,776 
Loss 
Add non-operating revenue (excess of fire imsurance reserves 
over losses kor. the PeETIOM) Ue MAS Bar ese ee ee eee ba ees sey al 389 
8,165 
Deduct appropriation for pensionS.. .. 4s 2. ee ee ee ce oe 713 
Apparent profit for period of ten years to Nov. 30, 1935.. .. 7,452 © 
Allocated as Follows: 
For income taxes to Canadian Government... .. .. 1,288 
Return to parent company—U.S.A... .. .. .. .. 6,164 
7,452 
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INTERNATIONAL HARVESTER COMPANY OF CANADA, LIMITED 
CONDENSED STATEMENT OF PROFIT AND LOSS—1926 TO 1935, INCLUSIVE 
(In Percentages) 


First Last 
4 Years 6 Years 10 Years 
1926 to 1929 1930 to 1935 1926 to 1935 


Net Sales: 
After deducting agents commissions and 
freight from factory to point of sale.. .. 100-00: 100-00: 100-00 


Cost of the Above Sales: 
Including goods manufactured in Canada at 
factory cost and goods purchased from In- 
_ ternational Harvester Co., U.S.A., and 


otherwise at invoice value basis.. .. .. 74:89 79°97 76-74 
QEOR Sc EUOMG,; ::fe ahah SAME ANG ae Sie ye ae a ea 25°11 20-03 23-26 
Mark-up percentage (see Table B). 
Expenses: 
~ Management and administration.. .. .... -76 -89 -80 
Belling And. distribution, ake). oe! Coe 9-89 19-09 13°24 
Collection-expenses. iy See 2-16 3°70 2-72 
PropisionioE pads debts. ern hen nto tae 4-08 4-08 4-08 
Loss on exchange, U.S.A., and other... .. .. -07 1:29 -52 
16-94 29-05 21-36 
Less interest received net of interest paid, 
and other sundry revenues... .. .. .. .. 3°04 2:67 2-89 
Total expense net of incidental revenues. . 13-90 26-38 18-47 
Prontyom less, on Operating soe yearn cle 11-21 6-35 4-79 
(Loss ) 
Add non-operating revenue (excess of fire insurance reserves 
GV Er Mosse TOL DDO“ DemtOd Irs cdt eee. git, ete tpeme heey emp > *24 
5:03 
Deguet-appropriation fom pensions <!!  “ocilan' Bae ee eae a “44 
Apparent profit for period of Ten Years to Noy. 30, 1935.. .... 4-59 
Allocated as Follows: 
For income taxes to Canadian Government.. .. .. 1,288 
, Return to parent company—U.S.A... .. .... .. 6,164 
7,452 


CONDENSED STATEMENT OF PROFIT AND LOSS PERIOD FROM 1926 
TO 1935 INCLUSIVE 


It was originally intended that the period covered by this inquiry shou!d be 
from 1913 to 1935 inclusive. In view of the need for haste, however, it was neces- 
sary to curtail the information requested from the companies for the period from 
1913 to 1935, and to permit them, in view of the limited time allowed, to furnish 
full information for the period from 1926 to 1935 only. Table B, which shows 
a condensation of the operating results, and table C, which shows the same 
results stated as percentages of sales, cover only the ten year period which I have 
indicated. 3 
Before proceeding to a review of these statements one should first consider 
the scope of operations of the International Harvester Company Canada, 
Limited, as reflected therein, remembering that it is an integral part of a much 
_larger‘organization, the International Harvester Corporation of the United States; 

that its operations are, in the final analysis, directed from Chicago; and that due 
in part to the failure of the company to evaluate for the committee the extent to 
which profits have been diverted to the parent organization it will probably be 
essential to consider along with the operations and profits of the Canadian com- 
q pany, such profits as accrue to the whole organization from sales made to the 
Canadian consumer. 
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The International Harvester of Canada, Limited operates three factories: ——-—4 

1. The Implement Factory with its malleable and grey iron foundries in 
Hamilton. : 

2. The Twine Mill in Hamilton. 

3. The Truck Factory at Chatham. 


The products of all of these factories together with those imported from the 
United States are included in the statements now submitted to you for the reason 
that the company can furnish no complete analysis of its sales, cost of sales, or 
expenses, divided as between:— 

1. Implements and machines—Canada. | 

2. Implements and machines—America. 

3. Trucks. 

4. ‘Twine. 


urning now to table B and dealing with the differnet sections of that state- | 
“ment as they appear:— 


Net Sales 


All of the implement companies in Canada and the United States state their. 
sales on the basis of net dollars realized at the factory door. The sales figures 
shown are, therefore, net sales realizations after deducting agent’s commissions 
and freight from factory to point of sale. fra 

To evaluate these figures in terms of the farmer’s dollar spent for farm 
implements one would require to add approximately 33 per cent for commission | 
and freight. In other words, the farmer pays $133 for an implement from which 
the company realizes $100. Approximately $22 goes to the agent as his com- 
mission, and approximately $11 to the railroad company. That is on a Regina 
basis. 

The relationship of freight and commission to the farmer’s dollar in other 
sections of Canada will be set forth in a later submission. ret 

Attached hereto I will submit to you an analysis of sales as between the | 
principal divisions shown on the books of the company. That statement will be 
ready to-morrow morning. . 4 


* q 


Cost of sales oat 

In terms of the information which I have already furnished, your committee _ 
will readily understand that this is a composite figure; that is, that it includes — 
implements and machines, Canada; implements and machines, American; trucks ~ 
and twine. | ? ie Pane a 


By Mr. Needham; | | 

Q. Where did you get those figures, that the company gets $100 and the | 
agent gets $22?—-A. That is an average of 26 implements compiled by the Royal - 
Commission on Price Spreads. I can show that to you if you wish, but it is_ 


correct. . oe 
Mr. NeepHam: It does not work out that way. . z3 a 


Mr. Crieaver: You get a lot more than that, I suppose. Aas i 
Wrrxess: That is at Regina. But the following information will, perhaps, — 

be of use in evaluating the factors included therein:— ; ree eae 
1. Importations of implements and machines from the United States during 
this period were as follows: — . Mere eee 
First four years (1926, 1927, 1928, 1929).. . .' ..$ 37,028,000 

Second six “vears. 4 ek, Ses Cea ree 11,165,000. 


Total ten years. o.oo ol lee ee 48,193,000 
{Mr. Walter C. Macdonald, C.A.] ae | Aes i , 
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It is to this item that the fixed value provision applies. 
Duty was paid on importations as follows:— 


Eins TOUT VCAL Aaa ee NL Mhtvaea) te uo ae Pach ack ro 2 le ie ial ME OU 
ciel SIX WRETeumU Soren inrner Tier bt Mite he eS Chale 975,000 
pier | aE Iss i Ne a eT ese, ManpRe ..$ 2,442,000 


2. The cost of shipments from the Hamilton Implement 
Works during the same period was as follows: 


Waret Goureeare ww ne re le ede 28 06 t OOO 
PSCONG: REEVE ALS s Wk Oars hice eek dm ey LO ee I 
Potah sen years. 4 20 Tye, CoM Ge! i $43,949,000 


3. The cost of shipments from the Hamilton Twine Works 
during this period was: 


PIS TOUT VCALS iw Foie lal ee he ee) poe L000 
DOCONC BI Hears Wea slike net she ay 8,331,000 
Total ten years. . cet ace ed ease yay Jere meee ts 1 Cap eae 
4. The cost of shipments from the Chatham Truck Works was 
as follows: 
Mirah LOm year seks whe ue eee os ky eee ened OL 
eCOCe BIS Verte nih ctr his. iat pete 6,568,000 
Fatal Cem vedms gene ets to Ue wee ea Gt ite | ated @ eae euect Nae 


These may be considered as the principal component parts of costs of sales. 


Gross Profits— 


This is the net figure arrived at by deducting cost of sales from the sales 
realization figures and results in mark-ups of the percentages indicated. ‘This 
percentage is much lower than the average of the industry, among the reasons 
being, of course, the heavy weighting included in the figures by reason of the 
“fixed value for duty purposes” provision, a feature which we have already 
discussed in detail. 

As the Harvester Company have not, so far, furnished me with figures 
showing the amount of this weighing, I feel it incumbent upon me as your 
auditor to furnish you with some estimate of the extent thereof; and I purpose, 
at this point, to deal with three such approximations, admitting in each case 
that the figures shown are rough estimates only, subject to later verification and 
adjustment. You understand definitely that these figures are submitted on 
that basis. . . 


First Approximation 


Under examination on this point before the Royal Commission of 1934, 
Mr. Morrison, the president of the International Harvester Company, stated 
that the approximate amount by which the invoice prices under the “Fixed 
value for duty purposes” provision, would exceed the normal prices charged 
to corresponding subsidiaries of the Harvester Company in the U.S.A. would 


be 10 to 12 per cent. 
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Applying these percentages to the purchases from the parent and affiliated 
companies would produce the following results:— 


At 10 per cent First four veers, PGs FS ns 0a O00 
Second Bix Veatser sin ike so: 1,117,000 
Tote Pen years ie a6 fol 85) Mini wee a Wake engi eee 
At t2 per ‘Gent Pirst ‘four years. a kt ty oe OOO : 
Second: SIX VEATS hy seen ohn, 1,340),400 
Tobal temo Veares ik (080. .si er. web a bun ae 


If Mr. Morrison’s estimate be correct it would show that gross profits 
for the ten-year period should be increased by $4,820,000 at 10 per cent or by 
$5,874,000 at 12 per cent increasing the mark-up percentage from 30°30 per 
cent to 34-17 per cent or to 34-95 per cent. 

So far as I can determine in the short period available bo me, I was not 
able to make any careful examination of the records in Hamilton nor did I 
have any reason to doubt the accuracy of Mr. Morrison’s estimate. From 
such fragmentary information as was available, however, I adduce that in 
invoicing to the Canadian company at the normal price quoted by Mr. Morrison 
there would still exist some substantial margin of profit to the manufacturing 
company in the United States. 


Second Approximation 


The company has furnished me, in replying to my questionnaire over the 
ten-year period, with the factory costs and net sales realizations on ten imple- 
ments considered at the time the questionnaire was drawn to be typical of 
those commonly used in eastern and western Canada and manufactured by their 
Hamilton plant. The list comprises the following and you will note that it 
does not include a thresher which, I am informed, is sold at a higher mark-up 
over factory cost than any of these implements. 


2 furrow 14-inch gang plough only 
14-foot single disc harrow 

9-foot stiff tooth cultivator—duck foot 
8-inch binder complete 

6-foot mower 

Cream separator 450 pounds capacity 
Tractor, 3 plough or 4 plough 

Reaper thresher 

10-inch walking plough 

4 section iron diamond harrow with cross bar 
13 run single disc 7-inch spring drill 
10-foot dump rake 


From the replies I adduce the fact that these typical machines show an 
average mark-up on cost of 50 per cent. Applying this percentage to the sales 
volume in Canada for the ten years it would appear to me that, allowing bare 
factory cost to the U.S. factories and assuming the gross profit on these typical 
implements to be indicative of the general mark-up over factory costs to the ~ 
Harvester organization as a whole, would show a gross profit earned from the 
Canadian sales outlet for Canadian and American factories approximately 
$54,000 as against $37,746,000 shown by the records of the Canadian company. 

In considering this yard-stick the committee should remember that repair 


parts show a mark-up of over 25 per cent over factory cost, and that this would _ 


tend to increase the mark-up of the company as a whole as to inplene over 4 
the average of the typical implements which I have indicated. eas 
[Mr. Walter C. Macdonald, C.A.] ; 
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Third Approximation: 


The third approximation earch may be applied is based on a comparison 
with the mark-ups shown by companies who manufacture all their products in 
Canada. 

In this regard I refer you to page 3994 of the proceedings of the royal com- 
mission of 1934, in which the following comparisons were made as between the 
Massey-Harris company and the International Harvester Company of Canada, 
Limited. 

I will read them and state the excesses of the Massey-Harris percentage 
over the Harvester company, remembering that the Massey-Harris manu- 
factured practically all of their products sold in Canada. 


Excess of Massey- 


Massey- Harvester Co. Harris % over 
Harris Co. of Can. Ltd. Harvester % 

p.c. p.c. p.c. 
RO ope a aro, oh, Fate a ee Re Oa Uae ON 35-9 24-0 
UNS A ai oa i Re ARUP Dol che PROC cilat  o (eal 6 37°8 19-9 
NAIA! eee | oe akan Somaru ei DRS aie a (PAI, 35-1 5 WAY) 
UO EEE tech) as ig eed GMM soem bretet Aree fanny) SOO 28-4 25k 
a Seek Spikes ln. S vqneeeg ah GR Peo : 10-0 28°9 
Se ee Se IN oes oie eave ter ketene nes A) 21°5 27°5 
eae Ue “a SU slg hac See Reena (Oe 33°5: 1:9 


We on our part have examined the questionnaire replies of the other com- 
panies and find that their mark-up on a comparable basis to that of the 
Harvester company, would produce a figure substantiating that as shown in 
approximation No. 2, namely 50 per cent. 

At this point I should say there is a marked difference in the accounting 
systems of the different manufacturers in the industry. 

Application of the Massey-Harris percentage above indicates to the sales 
of the Harvester company in the years shown would increase the mark-up to 
a figure considerably in excess of 50 per cent. 

The committee will appreciate that I place these approximations before 
them with considerable hesitation. I had hoped that the Harvester company 
would be able to evaluate the hidden factor in these figures for me but in the 
absence of figures from them it appears to be my duty as auditor to, at least. 
set forth some idea of the effect of the actual profits realized by the Harvester 
company from the Canadian sales outlet. 

I appreciate that in approximation No. 1 some element of profit is allowed 
to enure to the U\S. factory. 


In the absence of any comprehensive information as to the U.S. costs it 1s 
impossible for me to estimate the effect of this factor in approximations two and 
three. I submit however that the costing system of the Harvester organization 
and presumably therefore of the American factories is based on charging to 
factory costs all charges relating directly or indirectly to manufacturing, includ- 
ing a proportion of the salary and expenses of management from Chicago 
executive downward. Consequently I am of the opinion that any factory cost 
established includes, practically speaking, everything but the interest return 
on the capital invested in production. ; 


There is a reference in the Harvester company’s reply to the questionnaire 
which indicates that everything is charged to factory cost which logically can 
be considered as a part of that cost. 


The approximations I have indicated have been discussed with the officials 
of the Harvester company who are present this morning. They will, no doubt, 
be able to give you their opinion on the validity or otherwise of the conclusions 
that I have drawn for your committee. I have advised the company of my 
intention and of the basis of my approximations of the basis on which I have 
drawn them. 
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Expenses . 
The basis upon which the company operates its expense allocation is that 
practically all expenditures are charged to one or other of the following main 
divisions :— : 

(1) Factory cost 

(2) Selling and distribution 

(3) Collection expense. 


I have already indicated that the factory cost includes a pro-ration of 
all salaries and expense of the company from the Chicago office down, but 
in the limited time at my disposal I have not been able to investigate this 
expense feature with any degree of thoroughness. The system of pro-ration 
is intricate and will require much more careful study and consideration before 
any opinion can be formed on the reasonability or otherwise with which expenses 
are apportioned. 

The company’s officials are present and will be in a position to advise you 
of their treatment of the expense factors. 

It may be interesting to note that the total cost of the Chicago office in ~ 
1929 was $290,000, but that management and administration expense shown 
in the financial statements in that year was $75,267,000 only. Thereby show- 
ing that the Chicago office was pro-rated over the other divisions and did not 
remain shown on the statements as administrative expense, which latter is 
the normal procedure. x 

It is noted also that until 1930 it had been the custom of the company 
to pay substantial bonuses to the management and to employees at the year 
end. The largest amount paid in any one year was in 1929 when $195,000 
was so disbursed. | ; 

In regard to bad debts the balance sheet.of the company did not contain, 
in the opinion of their auditors, adequate provision for bad debts. After con- 
sultation with the company’s officials and considering the documents which 
they submitted, I have agreed to an additional amount of $1,500,000 being 
set aside, establishing the reserve at approximately 25 per cent of the total 
accounts and bills receivable on the books of the company as at November 
30, 1935. This figure is subject to later examination and revision by me if 
necessary. q 
Non-operating Revenue 


It has been the practice of the company to carry its own insurance on the y 
buildings used in its distribution system, charging the normal insurance premiums 


against operating and crediting the reserve account. Against this account they 


charge such losses as develop from year to year. The reserves exceeded the 
losses during the ten-year period by $389,000, which I have accordingly added 
back to the profits of the company as shown in Table B. It is really a profit, _ 
Pension Plan tee aad 

The company operates a pension plan for its employees and charges to 
its operation a sum approximately 3 per cent of all salaries and wages which 
is in turn credited to pension reserve. : 

In addition it has appropriated out of its yearly operating results con- 
siderable amounts from time to time for additional pensions reserve. The 
figure of $713,000 represents the contribution of the company in excess of the 


3 per cent surcharge which I have indicated. ; 


The officials of the company will be able to give you full information on 
the operation of their pension plan. one Dat 
[Mr. Walter C. Macdonald, C.A.] 


AGRICULTURE AND COLONIZATION 393 


Return to Parent Company ; 

As a net result for the ten years it will be noted from the last figures 
on Table B that, after paying income tax to the Canadian government, the 
parent company had an apparent return from its Canadian operations of $6,164,- 
000. This must, of course, be increased by the profits of unknown amount 
diverted to the U. S. companies. 

The average investment of the International Harvester Company (U.5.A.) 
in the Canadian company during the ten-year period under review was $29,- 
136,128, of which $6,164,000 is 2-1 per cent. 

IT submit hereunder a summarization of the realization to the American 
company for the past ten years, before income taxes, in terms of the three 
approximations which I have utilized in attempting to evaluate the real profits 
of the Canadian factory and of the business of the International Harvester 
Corporation. 


Approximation No. 1 shows profits of.. .. .. .. .. $12,272,000 

With a return on the average capital investment. . HD oie: 

Approximation No. 2 and No. 3 show a return of.. .. $24,452,000 
With a return on the average capital investment. . 8-4% 


May I again reiterate that this submission is made by me under pressure, 
that is prepared in a period of time not adequate to give proper treatment to 
the subject matter, that it is based upon information supplied also under pressure 
by the company and that for these reasons it must be considered more as an 
indication of trends than as a statement of accounting fact. 


’ By Mr. Cleaver: 

Q. Did you have any opportunity to verify the capital content of the 
Canadian company?—A. The capital content of the Canadian company as shown 
by the records consist of moneys advanced by the American company and 
invested in fixed assets and otherwise inoperative. ° 


By Mr. Graham: 

Q. On page 7 of the statement that you make it would be interesting to 
note that the total cost of the Chicago office from 1929 appears. Would it be 
well to make it clear that there is a charge the Chicago company makes to the 
Canadian company?—A. That is correct. 

Q. That is correct for that year?—A. For which approximately two-thirds, 
or a little over two-thirds represents salary and the remainder represent: the 
ordinary office and travelling expenses of such an organization. 


By Mr. McLean: 

Q. In giving us the factory cost I understood from your remarks that you 
included overhead, depreciation, management and everything inside the factory 
itself. Is that correct?—A. That is correct. 

Q. Depreciation on machinery?—A. Depreciation on machinery is included 
and on the building. . ; 

Q. And property?—A. Yes, everything of that description. 

Q. It includes taxes, of course?—A. Yes; the factory accounting system is 
very complete. 


By Mr. Golding: 
Q. You spoke of the company carrying its own insurance?—A. That is 


correct, yes. ie. 
Q. You put that as a profit to the company, what it paid for this surance; 


is that correct?—A. Yes. 
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Q. The balance. I did not get that quite clear—A. May I make it clear? 
The company carries its own insurance on its branch warehouses. It takes the 
normal insurance premium which it would pay for insurance to other companies, 
and charges that against operating and sets it aside in a reserve fund. It is a 
book entry only. The company charges against that reserve the actual money 
which it pays out for losses. The difference between the amount in the reserve 
and the amount that is paid out over.a ten-year period I have considered 
properly as a profit to the company. 


By Mr. Needham: 

Q. In arriving at the overhead, did you have in mind or did you discover 
anything as to the percentage of the plant and buildings which was actually in 
operation?—-A. No; it was impossible for an accountant to determine, walking 
through a plant of 176 acres, how much of it was in operation. I think that is a 
matter for an engineer, not an accountant. As a matter of fact, I was not inside 
the plant. I was occupied, I should say, fourteen hours a day down there, and 
my duties did not carry me through the plant. I did not have time for that, 
much as I should like to have done it. , 


By Mr. Senn: 
Q. You made no enquiry in your questionnaire regarding that?—A. Yes, I 
did, but the replies to that section of the questionnaire were deferred and we 


have not received it so far as-I can recollect. A short time ago I was told that — 
some more stuff had come in, but I have not examined it yet. It may be in that. — 


The Cuarrman: Gentlemen, I must insist on the agreement we arrived at, 
which was to the effect that each member would stand up and put his question 
So everyone could hear it. 


By Mr. Ward: 


Q. I gathered from your remarks, Mr. Macdonald, you are not in a position 
to recommend as to whether a physical examination should be made of the 
plant or plants to determine as to what extent these plants are actually in use; 
that is the factory buildings, and warehouses and so on that are now being 
charged up to overhead in respect to the machines we are buying?—A. The only 
comment I would have to make is that what I have seen of the company it is 
very efficiently operated, and its operating policies are sound. 1928 or 1929, I 


have forgotten which, anyhow, these two years were the peak years of their — 


operations in Canada, so that over four or five years it would hardly be likely 
they would be over-expanding, in this particular instance at least. : 
Q. You are not in a position to say whether or not a physical examination 


should be made in order to determine exactly?—A. I think that is a matter for 


the committee to determine; all I can tell you is what I have found. 
Q. That is fair. 


By Mr. Donnelly: 


- Q. I should like to ask Mr. Macdonald if he has any explanation for this? 
I notice in chart B in the first four years the total amount of sales was 


$103,000,000 in round figures, and the expenses for selling and distributing 


$10,000,000. When we take the next column we find in six years the net sales 
were $59,000,000 and the cost of selling and distributing $11,000,000 which 
means $11,000,000 for selling and distributing $59,000,000 and $10,000,000 for 


selling and distributing $103,000,000. The same thing is true in regard to col- ~ 


lecting expenses, $2,000,000 for collecting $59,000,000 and $2,000,000 for collect- 


ing $103,000,000. How do you account for those figures?—A. I account for 


those figures by saying in regard to them you should really ask the company 
[Mr. Walter C. Macdonald, C.A.] 
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that and not me; but I would say this in regard to selling and distributing 
facilities: You are aware of the facilities which they provide, and all those are 
maintained irrespective of volume. In regard to their collection expenses [ . 
should say the collection expenses, if they decreased 10 per cent—they decreased 
5 per cent—they were not doing too badly, considering the cost of collection in 
the last six years. I am not pleading the company’s case— 


By Mr. McLean: 


@. J do not know just exactly what table C means. I notice the provision 
for bad debts remained the same figure for two years, 408. I was wondering if 
the danger of bad debts would not be greater in some years than others?— 
A. That, Mr. McLean, has caught me in a state—I should have removed that 
interpretation. The reason for that is that I simply took the bad debts that 
were written off and set aside over the ten year period and pro-rated them back 
in proportion to sales. I felt that was the fair way to do it, because otherwise 
you would have shown a most disproportionate. result in the second six vears as 
against the four; so that is one respect in which I have altered the figures. 

Q. [ do not think that would be correct.—A. I make no apologies for that. 

The CuHairMAN: Does anyone desire to ask Mr. Macdonald any further 
questions? 

Witness: That statement shows as adequately as I think it is possible to 
do so, the operations of the Canadian company as shown by the books of that 
company. 


By the Chairman: 

Q. Does that complete your statement?—-A. At the present time, Mr. Weir, 
yes. hee 
@. That is the interim statement that you have this afternoon?—A. Yes. 
In addition to that I have information regarding manufacturing and cost of 
implements, and so on, which will have to be submitted later on in the week. 

The CHAIRMAN: Te is 5.30. I do not suppose it is the wish of the committee 
to call any other witnesses this afternoon. If there are no further questions we 
shall adjourn until to-morrow morning. 


The committee adjourned at 5.30 o'clock, to meet again on Thursday, 
June 11, at 11 o’clock. 
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Mr. C. E. Jarchow, Comptroller for the International Harvester Company, 
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EXHIBITS FILED 


No. 12.—Federal Trade Commission Report on the Causes of High Prices of 
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No. 18.—Farm Implement Machinery in Canada—Published by the Depart- 
ment of Trade and Commerce—Dominion Bureau of Statistics. 


REPORTS TO THE HOUSE 


THurspay, June 11, 1936. 


The Standing Committee on Agriculture and Colonization begs leave to 
present the following as a 


Tuirp REPORT 


By an Order of Reference, dated March 13, your committee was authorized 
to print from day to day 500 copies in English and 200 copies in French of the 
minutes of proceedings and evidence, together with papers, documents and records 
to be incorporated with such evidence. 


On account of the demand for copies, your committee requests permission 
to print an additional 500 copies in English and 100 copies in French, of all 
minutes of proceedings and evidence, together with papers, documents and records 
to be incorporated with such evidence, and that Standing Order 64 be suspended 


in relation thereto. 


All of which is respectfully submitted. 


W.G. WEIR, 
Chairman. 
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MINUTES OF PROCEEDINGS 


Tuourspay, June 11, 1936. 


The Standing Committee on Agriculture and Colonization met this day at 
Il am. The chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Bertrand (Prescott), Boulanger, Cleaver, Cold- 
well, Donnelly, Douglas, Dubois, Evans, Fontaine, Furniss, Golding, Graydon, 
Johnson (Lake Centre), Leclerc, MacRae, McKenzie (Lambton-Kent), McLean 
(Melfort), McNevin (Victoria, Ont.) , Mitchell, Motherwell, Needham, Patterson, 
Perley (Qu’Appelle) , Rennie, Rheaume, Senn, Spence, Taylor (Norfolk) , Thomp- 
son, Thorson, Tomlinson, Turner, Ward, Weir. 


_ _ Inattendance: Mr. R. T. Graham, counsel for the committee, and Mr. Walter 
J. Macdonald, C.A., auditor for the committee. 


The sub-committee presented the following report:— 

Your sub-committee recommends that the committee do report to 
the house and request permission to print an additional 500 copies in 
English and 100 copies in French of all minutes of the proceedings and 
evidence, together with papers, documents and records to be incorporated 
with such evidence, and that Standing Order No. 64 be suspended in 
relation thereto. 


On motion of Mr. Johnson (Lake Centre): 
Resolved,—tThat the report of the sub-committee be concurred in. 


The following officials of the International Harvester Company Limited 


were recalled for further examination :— 


j 
. 
; 
4 


; 
. 


Mr. C. R. Morrison, President of the Canadian company of the International 


Harvester Company, Ltd.; | 


Mr. F. M. Morton, resident manager of the Canadian company of the Inter- 
national Harvester Company, Ltd.; 
. Mr. C. E. Jarchow, financial controller of the International Harvester Com- 
pany, Ltd.; 

Mr. F. E. Siefkin, general attorney for the International Harvester Com- 


_ pany, Ltd., of Chicago. 


Mr. R. T. Graham filed Exhibit No. 12—Federal Trade Commission Report 
on the causes of High Prices of Farm Implements, May 4, 1929. 


Adjourned to 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 o’clock, the Chairman presiding. 


Members present: Messrs. Bertrand (Prescott), Bouchard, Cleaver, Don- 


nelly, Evans, Furniss, Gardiner, Golding, Graydon, Johnson (Lake Centre), 


Leader, MacRae, McKenzie (Lambton-Kent), McLean (Melfort), McNevin 
(Victoria, Ont.), Mitchell, Needham, Patterson, Perley (Qu’Appelle), Rennie, 
‘Senn, Taylor (Norfolk), Thorson, Tomlinson, Turner, Ward, Weir. 


Vv 
‘ 7 
me, 


In attendance: Mr. R. T. Graham, K.C., eOUneel for the connie ey Mr. 
Walter J. Macdonald, C.A., auditor for the committee. 


Mr. Morton, Mr. NGPhcon Mr. Jarchow and Mr. Siefkin of the Inter-_ 
national Harvester Company Limited, recalled and further examined. 


The committee adjourned at 6 o’clock to meet again at 8 p.m. 


EVENING SESSION 
The committee resumed at 8.30 p.m., the Chairman presiding. 


Members present: Messrs. Bertrand (Prescott), Bouchard, Cleaver, Don- 
nelly, Dubois, Dupuis, Evans, Fafard, Golding, Johnson (Lake Centre), MacRae, 
McLean (Melfort), McNevin (Victoria, Ont.), Needham, Rheaume, Senn, Taylor 
(Norfolk), Thorson, Tomlinson, Turner, Ward, Weir. 


In attendance: Mr. R. T. Graham, K.C., counsel for the committee, and Mr. 
Walter J. Macdonald, C.A., auditor for the committee. 


Mr. Graham resumed the examination of the officers of the International 
Harvester Company in relation to the price of agricultural implements. : 


In addition to the officers previous named, Mr. John W. Dillon, purchasing 
agent of the International Harvester Company, Hamilton, was called and also 
Mr. H. C. Seidenbecker, assistant comptroller, International Harvester Com- 
pany Limited, Chicago, and Mr. C. B. Munger, general auditor, International 
Harvester Company, Ltd., Hamilton. 


Mr. Graham, K.C., filed Exhibit No. 13—-Farm Implement Machinery in 
Canada. 


The committee adjourned at 10 p.m. to meet again on Friday at il a.m. 


WALTER HILL, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusr oF Commons, Room 231, 
June 11, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the prices of agricultural implements met at 11 o’clock. Mr, 
Weir, the chairman, presided. 


Mr. R. T. Grauam, K.C., Counsel for the committee. 


The Cuatrman: Gentlemen, if you will kindly come to order we shall 
proceed. The Sub-committee yesterday made a recommendation with regard to 
printing additional copies of the evidence. I have the recommendation here and 


-. T shall ask Mr. Johnson to move it. 


Mr. JoHnson: Your sub-committee recommends, that the committee do 
report to the House and request permission to print an additional 500 copies in 
English and 100 copies in French of all Minutes of the Proceedings and Evidence, 
together with papers, documents and records to be incorporated with such 
evidence and that Standing Order No. 64 be suspended in relation thereto. 


Mr. Taytor: I second the motion. 
Carried. 


The Cuarrman: We are taking up this morning where we left off yesterday 
afternoon. The representatives of the International Harvester Company, Mr. 
Morrison, Mr. Morton, Mr. Jarchow, Mr. Siefkin will be on the stand, 


Mas FD, SimrKin, counsel for the International Harvester Company. 
Mr. C. R. Morrison, Mr. F. M. Morton, Mr. C. E. JarcHow, recalled. 


Mr. Grauam: Mr. Morrison called to my attention the fact that there were 
one or two corrections he wanted to make to the typewritten copy of the report 
of yesterday. I suggest that be done now. 


-~Mr. Morrison: Mr. Chairman and members of the committee: On receipt 
of the printed copies of the minutes of June 9, I noticed three errors in the 
evidence as transcribed and after conferring with the chairman and counsel, as 
well as with the official reporter, they have agreed that the following corrections 
should be made in the printed record: — 


Page 361.—The sixth question and answer should read in the printed 
record :— , 
“Q. I notice that in the year 1935 the parent company showed a 
profit on their whole world wide business of $19,618,000?—A. Yes, sir.” 
Page 366.—The question :— 
“You can only suggest the price to the dealer?” was not answered. 
Page 370.—The last sentence in the answer to the fourth question 
should read:— 


“We have a factory in Chatham, and all the trucks we sell in 
Canada are obtained from that plant, and any materials whether in 
finished parts or otherwise are for the purposes of manufacture, so I am 
not prepared to testify on that.” 
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made in the ordinary way in to-day’s report. 


The CHarrMan: May I say the clerk advises me these corrections will be. 


By Mr. Graham: 


@. Mr. Morrison, in connection with the evidence that you tendered yester- 
day, would you furnish us with a copy of the financial statement of your export 


company, and secondly, of the International Harvester Company of America 


the selling organization. Do they present a financial sheet?—A. The American 
company does. , 

Q. How about the export company?—A. Yes. 

Q. You have not got those with you?—A. No. At | 

Q. Would you kindly make a note and furnish me with a late one, 1935 
if possible, similar to the one presented by the parent organization. I wanted 
to examine into the capital structure of the Canadian company. Have you the 
replies to the questionnaires in front of you this morning?—A. Yes, we have. 

@. I have my pages numbered. I am referring to section 2, page 11, 
materials, which appear fairly early in your reply. I suggest to you, Mr. 
Jarchow, that it would be wise and would save time if you numbered your 
sheets right through, and as I refer to them by number you can easily find them. 


Would you give to the committee the history of the capital structure of the 


International Harvester Company of Canada Limited?—A. The International 
Harvester Company Limited was incorporated in 1903 with a capital of 


$1,000,000 all common stock. This was increased to $10,000,000 in 1917, and to 


$15,000,000 in 1918. There is no preferred stock outstanding. All of the com- 


mon stock was issued for cash. This cash was advanced by the International - 


Harvester Company, Chicago, and was used in the Canadian business to 
purchase additional machinery and equipment to enlarge plant facilities, to 
erect branch houses and to provide additional working capital, such as increase 


in investment, inventories, raw materials and finished products, increased 


investment in notes, accounts receivable, etc. - | 

(). I notice in your replies that you indicate that the Canadian company 
does not borrow any of its cash requirements from the bank, for instance, is 
that correct? | | He 


Mr. JARcHow: Generally speaking they do not borrow from the banks. 


By Mr. Graham: 
Q. Who supplies your requirements over and above your Canadian cash 
receipts?—A. The International Harvester Company. 
(). The parent company?—A. The parent company. aa. ) 
Q. What is the arrangement between the two companies with regard to 
money so borrowed? | | | : 


Mr. JarcHow: There is no special arrangement. The money is advanced 
by the parent company to the International Harvester Company of Canada to 
be repaid as circumstances permit. There is no interest paid on these advances. 

Mr. Grauam: No interest is paid on those advances? 
Mr. Jancuow: No. | a 
Mr. Grauam: Now, I notice, Mr, J archow, that commencing in 1914, 


exhibit 6-A in your replies to the questionnaire dealing with section 6-A-5 the 
amounts payable to the International Harvester Company and affiliated com- 


panies are set out; you have that in front of you? 
Mr. JarcHow: Yes. | paper 
Mr. Grawam: In 1914 it amounted to $35,800,000? 
_ Mr. Jarcuow: That is right. : 
[Mr. C. R. Morrison.] 
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Mr. Granam: Would that include moneys loaned by the Harvester com- 
pany as well as purchases made by you from the parent company or affiliated 
company? | | 

Mr. JARcHow: Yes. 

Mr. Granam: That would include everything? 

Mr. JARCHow: Yes. | 

Mr. Grawam: Would you be able to distinguish in the years 1914 to 1936 
between the borrowed moneys and the purchases payable? 

Mr. JARcHow: Not very readily. 

Mr. Grauam: It could be done, could it? 

Mr. JarcHow: I am afraid it would have to be done arbitrarily because a 
certain amount of these advances are permanently locked up in fixed capital, 
such as plant machinery, branch houses, receivables, inventories and so forth. 


Mr. Grauam: I notice, Mr. Jarchow, that in 1914 the figure was $36,000,000 ; 
in 1915 it was $29,500,000; 1916, $25,000,000; 1917, $15,000,000; 1918, 


$15,000,000; 1919, $16,000,000; 1920, $17,000,000; 1921, $18,000,000; 1922, 


: 
: 


$15,700,000; 1923, $16,000,000; 1924, $10,000,000: 1925, $6,000,000; 1926, 
$7,900,000; 1927, $6,000,000; 1928, $7,300,000; 1929, $8,500,000; 1930, $5,500,000; 
1931, $5,500,000; 1932, $2,000,000; 1933, $3,000,000; 1934, $4,000,000; 1935, 
$2,000,000. Is that correct? 

Mr. Jarcuow: It is correct. . 

Mr. Granam: And I notice in your 1913 statement, exhibit 3, section 
6A-1, 2, 3, in the replies to the questionnaire—you have that? 

Mr. Jarcuow: I believe I have. My papers are not numbered the same 
as yours. : | : 

Mr. Grawam: I notice there is an item, dealing with the profit and loss 
account of 1913, of interest paid the International Harvester Corporation of 
$1,012,493. At that time, apparently, the custom was to pay the parent company 
interest? : | 

Mr. Jarcnow: Interest was paid to the parent company during the years 
1913 to 1919, but nothing since. ag 

Mr. Grawam: 1913 to 1919? 

Mr. JARcHow: Yes. 

Mr. Grawam: At what rate? 

Mr. JarcHuow: I do not recall. 

Mr. Grauam: Would your records show that? 

Mr. Jarcuow: Our records would show it. 

Mr. GraHam: Would you kindly make a record and give it to us. But, 
since 1929 no interest has been payable by the Canadian company to the parent 
organization? 

Mr. JarcHow: That is correct. 

Mr, Granam: I notice, however, in your computation of your interest 
returns on your capital used in the business the amount borrowed would be 
included in determining that net profit or net loss; is that correct? 

Mr. JarcHow: That is correct. 

Mr. GraHam: And, as Mr. Cleaver has pointed out to me, I presume the 
increase in capital in 1917 of $10,000,000—that was an increase—and a further 
$4,000,000 in 1918 would be, I suppose, to supply capital in a different form 
that you considered as a permanent investment, as you say? 

Mr. JarcHow: That is correct. 

Mr. Granam: Now, then, has the Canadian company ever declared any 
dividends? 
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Mr. JarcHow: Yes, it has. : 
Mr. Granam: Would you give us a record of those please—since 1913? 


Mr. JarcHow: The only dividend declared since 1913 was in the year 1921 
when a dividend of $3,000,000 was declared. Nothing has been declared since 
1921. 

Mr. GraHam: And the parent company simply considers your surplus of 
assets over liabilities as its asset in the whole organization known as the Inter- 
national Harvester Company; would that be correct? 


Mr. JarcHow: I am not sure that I understand your question. | 
Mr. Grauam: Since 1921 you paid no dividends. I presume that the parent 


company considers that the surplus of assets over liabilities represents their 
asset in the Canadian company? 


Mr. Jarcuow: That is correct. 


Mr. Grauam: Now, you have already told us that 90 per cent of that Bea , 


at least, more than that—is held by the parent organization of the International 
Harvester Company, with regard to management and control and the inter- 
relationship of the parent company with the Canadian company, Mr. Morrison, 


you have already told us that you are vice-president of the parent organization - 


and president of the Canadian? 
Witness: That is true. 


By Mr. Graham: 


Q. Mr. Morrison, on page 2 of your replies to questionnaires, under re ee 


1 general, you list the officers and the directors of the Canadian company. I 
notice there are four vice presidents, two of whom reside in Canada, Mr. Morton 
and Mr. Wallace and two of whom reside in Chicago, Mr. Ewald and Mr. 
Smith?—A. That is correct. 

Q. The treasurer, Mr. Keller, resides in Chicago?—A. That is true. 

Q. The secretary, Mr. White. resides in Chicago?—A. Yes. 


Q. And the assistant treasurer, Mr. Odell Junior, resides in Chicago?— - 


AY Ves, 


Q. Then there is the assistant treasurer, Mr. Austin, who resides in 


Hamilton?—A.. Yes. 


Q. And the assistant secretary, Mr. Munger, wie resides in Hamilton?— 


A. Yes. 

Q@. Your body of directors consists of nine persons—your board of directors? 
—A. Yes 

Q. And I notice that Mr. Morton is the only resident Canadian who is on 
that board?—A. That is correct. 

Q. The others reside in Chicago?—A. Yes. 

Q. I notice that Mr. Jarchow who is here this morning and Mr. Siefkin are 
both on your Canadian board of directors?—A. Yes. 

Q. Now, then, I want to know who determines the policy, as it were, in some 
regards of the Canadian company; does that board of oer meet fairly 
frequently?—A. At intervals during the year. | 

Q. It generally sits in Chicago because of the— —A. Yes, in Chicago. 


Q. How many in that list I have given you of directors take an active part 


in the management or direction of the Canadian concern?—A., You mean 
exclusively in the Canadian concern or actively? 

Q. No, active. There would be Mr. Jarchow?—A. I would say, Mr. Graham, 
that every member of the board of directors is interested in some manner in the 
Canadian company activities. 

Q. In the Canadian company activities?—A. Yes. 

Q. Other than just attending the directors’ meshes. Ob; ee 
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Q. So far as the Canadian company is concerned, who, for instance, decides 
where the Canadian company will purchase its raw material supplies?—A. That 

would be largely decided at the Canadian plant—Hamilton, Ontario. 

Q. Would the decision be communicated to you in Chicago?—A. It Paula 
be communicated to Chicago; eventually it would come to me. 

@. And Chicago, I presume, would naturally approve or disapprove ,or 
otherwise?—A. Naturally, because we have a purchasing organization at Hamil- | 
ton, and that purchasing organization—its activities are confined to the Cana- 
dian business, and our confidence in that organization and their ability to 
perform their functions would cause us to accept their decision. 

@. Now, then, who decides throughout this period under review, or who has 
decided, whether implements marketed in Canada should be manufactured in 
Canada in your Canadian plant or imported from the United States?—A. A 
subject of that kind would be brought up before the board of directors. 

Q. And that board would decide?—A. That board would decide where the 
manufacture should be, but prior to the decision of the board the members of 
the board would, naturally, confer with the organization at Chicago whose 
activities are directly those of manufacturing and get the benefit of their advice. 

Q. There is co-operation between the two departments?—A. Yes. 

Q. Who decides the credit policy of the Canadian company?—A. The 
credit policy of the Canadian company would be decided by myself as president 
of the company, and by Mr. F. C. Smith who is in charge of Canadian credits 
and collections. 

@. Who would decide the price list, the fixing of the prices of implements 
being offered for sale by the Canadian company in Canada?-—A. There again 
I would be the one that would make the decision, supplemented by the advice 
and counsel of Mr. C. A. Ewald who is sales manager of the Canadian company, 
a member of the board of directors and an officer of the company. 

Q. And, I suppose, after due consideration with Mr. Morton on the Cana- 
dian position?—A. Yes. 

Mr. Senn: Will you speak louder, please? 


Mr. GraHAm: Yes. I am sorry if I have not been doing so. 


By Mr. Graham: 

Q. The only charge that the American parent company makes to the 
Canadian company is a certain amount apportioned for salaries to the Chicago 
officers of the Canadian company and for their expenses, I presume, in connection 
with the Canadian business. Is that correct?—A. That is correct. 

Q. Mr. Jarchow furnished me with a break-down of that. I have not it 
with me, but I will have you confirm it later, Mr. Morrison. Could you briefly 
outline the credit policy of the Canadian company at the present time in Canada? 
Has there been any change in the credit policy since last year?—-A. Since 1935? 

@. Yes,—A. Yes. Our credits have been restricted somewhat more in 1936 
than they were prior to that time. 

Q. I beg your pardon?—A. Our credits have been agate more since 


_ January 1, 1936, than they were before. 


Q. Could you divide Canada territorially, as I presume the Rane Sian 
it, and give us for 1935\a general statement of the credit policy? Take the 
Maritimes. What was the 1935 policy in the Maritimes?—A. Well, I think I 
can answer that question, Mr. Graham, in a general way that will perhaps satisfy 
your inquiry. In eastern Canada the farming is more diversified than it is in 
western Canada; and the hazards are not as great in connection with the business 
in eastern Canada— : 

Q. In farming?—A. —in farming, as they are in western Canada. In 
western Canada certain sections have suffered a series of crop failures over the 
last six years or more. Each of those successive crop failures has naturally 
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affected the financial responsibility of the farmer, and we have had to become 
a little tighter in our credits as that condition has developed. I would say, 
off-hand, that the sections of western Canada, consisting largely of southern 
Saskatchewan and central Saskatchewan, and perhaps the southwestern part of 
Manitoba and the western part of Alberta— 

* Mr. Donnetiy: The eastern part. 


Witness: Thank you—the eastern part of Alberta, have been sections where 
the credits have become most hazardous, where we have had to be more careful, 
and have had to establish more drastic policies with respect to credits than any 
place else. . 


By Mr. Graham: 


Q. Generally speaking, what were the terms of credit sales in eastern 
Canada prior to the period you speak of? Have they remained the same? 
There has not been any change in eastern Canada between the 1935 policy 
and the 1936 policy, has there?—A. I do not think there has been any change 
in eastern Canada; at least, I cannot recall that we made any change. 

(). What was your rule as to the minimum that you would accept in cash 
in eastern Canada; I mean, in per cent?—A. Would you let me refresh my 
mind on that, to be sure that the answer is very accurate? aye! : 

Q. Yes, certainly—A. As a general rule, we require in eastern Canada 
an initial cash payment of 25 per cent. 

@. 25 per cent?—-A. Yes, in connection with time sales. " 

Q. And what was the limit in the number of payments that the balance - 
was extended over?—-A. On some of the machines, those of lower price, we 
allow just one fall payment; that is, one-quarter cash down on delivery and 
the other payment in the fall of the year. On some machines we allow a second 
fall payment, and on a very few we will permit a third fall payment. That is, 
the first fall is in the year in which the sale is made. 7 

Q. And in eastern Canada is the same differential. charged as between 
the cash and credit sales as in western Canada?—A. Well, I would have to 
compare the figures; but I would say approximately the same. - | 

(. What interest would your credit in eastern Canada carry before maturity 
and after maturity?—A. It would carry a lower rate of interest than western 
Canada. In eastern Canada our prevailing rate of interest is 6 per cent before 
maturity and 7 per cent after maturity. ee ) 

Q. And in western Canada, I understand, it changes a little in the different 
provinces. Will you give us Manitoba, Saskatchewan and Alberta?—A. Mani- — 
toba, Alberta and British Columbia are 7 per cent before maturity and 8 per 
cent after maturity. | 

Q. And Saskatchewan?—A. Saskatchewan is 7 per cent before maturity 
and 7 per cent after maturity. I would like to explain that the reason the 
interest rate is not larger after maturity than before maturity there is because 
the provincial laws of Saskatchewan prevent it. we 

Q. Would you give us, for 1935, a general outline of your terms of sale 
in western Canada? I presume by western Canada you particularly refer to 
Manitoba, Saskatchewan and Alberta? Shore 


Mr. Senn: Louder. 


By Mr. Graham: | 
e ee You particularly refer to Manitoba, Saskatchewan and -Alberta?— 
. Yes. . 

Q. That is what you have been referring to as western Canada. British — 
Columbia is not in the same credit category as those three central. western 
_ provinces. Is that correct?—-A. Not exactly the same. Our volume of business — 
in implements in British Columbia is quite small. | 7 | 
-[Mr. C. R. Morrison.] 
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Q. Give us, please, the former credit policy in the three prairie provinces, 
as you have outlined it applying to the east over the period of years which 
you have been doing business?—A. We have sold goods in western Canada 
on substantially the same general credit terms that we have in the east; that is, 
seil some machines and price some machines at one-quarter down and the 
balance in the first fall. Pardon me, it was one-quarter down... It has been 
inereased since to more than that. Other machines are sold with the regular 
down payment and two fall payments; and a few with the initial cash payment 
and three falls. 

Q. You mean by the regular cash payment, the 25 per cent?—A. We did 
have 25 per cent, but we have increased that. 

Q. This year, 1936—A. We increased the initial down payment early in 
1935; and we made a further increase in 1936. 

@. What was the increase in 1935, Mr. Morrison?—A. Our previous terms 
provided early in 1935 and prior for’ an initial down payment of 25 per cent. 

Q. Yes.—A. I am referring now to western Canada. 

Q. Yes?—A. In May, 1935, I think it was, we increased that initial down 


_. payment to 334 per cent, as applied to the general line implements, but left 


a ae al 


tractors and some of the larger power implements at 25 per centy.” Tne 1936 
we increased the initial payment for the general line implements to 50 per cent, 
and tractors and the large power machinery to 334 per cent. Just recently we 
have modified the down payment terms on implements from 50 per cent to 
40 per cent. | 
Q. Does that rule apply over the whole of Saskatchewan, or do you 

distinguish between that area that you spoke about, southern Saskatchewan 
and central Saskatchewan, southwestern Manitoba and the eastern portion of 
Alberta? Is there any difference there?—A. There would be no difference in 
the case of a purchaser whose credit would be acceptable; but in the sections 
of western Canada where these crop failures have occurred, we have asked them 
to be extremely particular, because of the general credit situation there. We 
have told them that unless the credit responsibility of the purchaser could be 


_ pretty definitely established—and when I say credit responsibility,. I do not 


mean necessarily that he could go to a bank and get any amount of cash 
that he wants; his general credit reputation is a part of the consideration, and 
his prospects for being able to work out his indebtedness—and unless the 
purchaser could measure up to those requirements, we preferred that, in that 
extremely hazardous country, the business should be put strictly on a cash 
basis. 

@. On a whole cash ‘basis?-—A. A whole cash basis. . 

Q. To that type of individual?—A. Yes, because our history of bills receiv- 
able from that particular section of western Canada is rather bad. Now, I might 
say one thing further in that connection, Mr. Graham, that no definite terri- 
torial lines are established—saying we won’t do any business in that territory 
except on a strictly cash basis—because in the other sections of western Canada 
where conditions are not ‘as hazardous there are many purchasers whom we 
would not sell except for one hundred per cent cash. 

(). Because in your opinion they are not entitled to any credit?—-A. Because 
the individual would not be entitled to credit. After all, this credit policy is 
largely governed by the individual; I mean, his reputation, ability, honesty, 
integrity, and so forth. 

Q. Mr. Morrison, with regard to the use of patent rights, would the Cana- 
dian company have full advantage of the patent rights that the parent com- 
pany would have?—A. Yes. 

@. I would like you to explain to the committee how valuable to your 
company are the patent rights that you hold, as a factor in the manufacture 
of implements?—A. Well, we place no dollar value on them. 
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Q. No, I do not mean that——A. We place no dollar value on theta in our 
balance sheet, but we are very jealous of some of the patents that we own 
and would naturally protect ourselves against infringement. : 

Q. Take the McCormick binder, would there be some patent rights still 
had with regard to the manufacture of that particular implement?—A. We 
haven’t a McCormick binder, it is a McCormick-Deering binder. . 

Q. Yes, the old original patents would have long since expired I presume?— | 
A. The old original patents would, but the machine being improved from year 
to year would mean I presume that we have some patents on some of these © 
improvements. 

Q. Yes?—A. I have no detailed information in regard to the patent situa- 
tion. 

Q. In the implement industry in the United States there is no pooling 
of patent rights to inventions such as I understand there is in the electrical 
industry ?—A. No. | 

Q. Would you have any knowledge of the pooling idea among the large 
electrical companies, as to whether my information is correct that they have 
adopted a system whereby each company gives notice to a central organization 
of certain new developments?—A. I have no knowledge on that subject. — 

Q. And it has never been tried in the implement industry?—A. No. 

Q. Would that be true of specifications and plans of any implement; 
would the Canadian company be given all these free of charge?—A. Yes. - 

Q. And I presume all improvements made either by the Canadian com- 
pany or the parent company are common to both?—A. Yes. yee 

Q. In other words, the Canadian company pays nothing because of these 
rights, and plans, and specifications and improvements?—A. I would say, no. 

Q. Now then, I just want to go back to this matter of the cost to the Cana- 
dian company of the officers whom you have named as either officers or directors 
of the Canadian company, and I notice by the information submitted by your 
company to Mr. Macdonald, our auditor, it is set out that the total cost debit 
to the Canadian company in the year 1929—-have you a copy of this Mr. 
Jarchow? ‘a 

Mr. JarcHow: I have. | 

Mr. Grauam: The total cost to the Canadian company in the year 1929 
I notice is $290,000, and in 1935 it is $217,000; that is, salaries for the first 
half year in 1929 were $106,000, and in the second half year they were $108,000; 
and the salaries totalled $214,000 in 1929, and the other expenses—travelling, 
rent and telephones—in 1929 amounted to $76,000, making a total as I said 
of $290,000. In 1935 salaries for the first half year were $80,000, for the second — 
half year they were $82,000, and the other expenses (travelling, rent and tele- 
phones) were $55,000, making a total of $217,000 in 1935. Would that be 
correct, the amount as submitted to us? ‘ 


Mr. Jarcuow: I think it is. 


By Mr. Graham (to Mr. Jarchow): 

Q. Perhaps you can answer this, Mr. Jarchow: that would be the only 
direct charge made by the parent company to the Canadian company?—A. 
That is correct. 

@. How are these salaries apportioned?—-A. They are apportioned on 
the basis of time, the amount of time the individuals who are included in that 
group devote to Canadian matters. It does not include any expense of any 
individual who devotes all of his time to the business in the United States or 
in foreign countries, merely the portion of time that can be properly assigned. 
to the Canadian business. 

— Q. Would it include any others than the list of officers and directors indi- 
cated, would it include any clerical help in that?—A. It would, yes. © 

[Mr. C. R. Morrison. ] we) 
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@. You would apportion the salary of any persons who had been doing 
work for the Canadian company, or in connection with its business?—A. That 
is correct. 

(. I suppose if necessary a more detailed statement could be made. I 
suppose you keep a separate ledger sheet for this?—A. Yes. 

@. Would you secure a breakdown of that sufficient to show us the details, 
Mr. Jarchow?—A. I am just wondering what sort of a breakdown you would 
hike to have. 

(). I imagine as between the salaried officers, the directors and the clerical 
or other salaries or types that you have, giving all the particulars that might 
be of value in determining the fairness of that charge. 


By Mr. Graham (to Mr. Morrison): 


Q. Mr. Morrison, I think I asked you this yesterday but I wanted to delve 

into it a little bit more; I notice that in the Price Spreads Report you had been 
with the company then some 36 years, and I presume that would be 38 years 
now would it not?—A. There has been no break since that time. 
; @. You would quite easily qualify in knowledge as an expert on inter- 
national business, I presume your long experience would enable you to speak 
fairly authoritatively for the industry either in the United States or in Canada 
as a result of that long experience?—-A. Within the limits of my personal activ- 
ities. 

Q. Yes. How did you rise, Mr. Morrison; through the usual channels—that 
is, did you come up from the bottom or were you “planted” on the Interna- 
tional?—A. I believe that any promotion that I may have received has been 
the result of effort and years of service. 

@. And you have had experience in the operating branches; I mean by 
that the manufacturing branch, the sales branch, the collection branch—prac- 
tically all the branches of your own company?—A. Not manufacturing. 

~Q. Would that include credit?—A. Yes. 

Q. I asked you yesterday if the parent company had ever adopted as it 
were farm implements originating in the Hamilton plant rather than in your 
parent organization. I had particular reference to the large drill and cultivator. 
In that connection the Hon. Mr. Taggart who gave evidence before the com- 
mittee stated that some years ago he had made a rather complete tour of the 
several western American states—Nebraska and others—and he was quite 
interested and surprised to find that these two large implements as used in these 
states had been manufactured at Hamilton rather than at Chicago or in your 
American plants; and Professor Hardy gave evidence that+even to-day ap- 
parently some of the Hamilton machinery such as the large drill and cultivator 
is finding its way into these states through Minneapolis. What do you say as 
to that?—A. Well, as far as the International Harvester Company of Canada 
is concerned, Mr. Graham, very little of the products made at Hamilton is 
shipped into the United States, but if Hamilton produces something new in the 
way of an improvement on a machine we would naturally adopt, or adapt, it to 
our American manufacture. I do not know to whose line of goods Professor 
Hardy made reference. ’ 

Q. He mentioned yours, and I think Massey-Harris?—A. I have no knowl- 
edge of just how much the Massey-Harris company or any other company— 
they manufacture in Canada and some in the United States—but the lines 
the Harvester company sold in the United States are almost exclusively of 
_ United States manufacture, although there were a few implements that were 
brought over the line. 

Q. Can you tell us this, or perhaps Mr. Morton could tell us; what year 
the Canadian company started to manufacture what is known as the large 
drill and the large cultivator? 
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Mr. Morton: I would say, Mr. Graham, that that large drill dates back— 
I am just giving you an approximation, we could give you definite information 
—but it dates back seven or eight years. 3 

Q. Seven or eight years? 


Mr. Morrison: May I interrupt here? I would lke to make a Senin 
Mr. Graham, that to the best of my knowledge we are not importing into the 
United States any drills made in Canada. 

Q. I mean, over the period I am speaking about, 1913 to 1986?—A. To 
the best of my recollection we did not do it during that period. 

Q. That would be your recollection too, Mr. Morton? 


Mr. Morton: There has been very little go over there. | 
Q. In connection with these two, the large drill and. cultivator, you have 
told us that they were first manufactured here about six years ago? 


Mr. Morton: Perhaps a little longer than that. 


@. Would you say, Mr. Morton, I suppose you would have to tain say that 
that implement when it was first manufactured in Canada had to be exported to 
the parent company organization in the United States?—A. I do not think so, 

Q. It was originated here in Hamilton?—A. Yes. 

@. Did you ever supply these western states about which [I am. igpenkeme 
with any of these large drills or cultivators? 


Mr. Morton: There was a limited quantity went in. 


@. Now, Mr. Morton, when the parent organization commenced to manu- 
facture light 1mplements—?—A. Now, I don’t know that I am in a position to 
answer that; we still manufacture in Canada. : 

Q. You had not exported any?—A. Only on odd occasions. 

q. When?—A. Well, if there should be call for ier. 

@. From whom?—A. From the States. 

@. From the parent company or from the farmer, an individual?—A. Per- 
‘haps I had better refer that question to Mr. Morrison, because I would not 
know just the details of the origin of the call. 

@. Would you tell us, Mr. Morrison?—A. I will have to reiterate what I 
have said before. I have no recollection of any drills being sold in the United 
States which were manufactured in Canada. 

Q. You will notice that that is slightly in conflict with Mr, Morton’s 
memory ?—A. Apparently there is a conflict in memory, but I feel quite con- — 
fident that my own memory is correct. 

(). Have you any information, Mr. Morrison or Mr, Morton in regard to 
this. Those implements that were exported to the United States, if there were 
any would not be handled by the export company?—A. The export. company 
would have nothing to do with the importation into the United Dla and 
Canada. 

@. That would be dealt with by the Canadian company ?—A. ve 


Mr. McLean: At this point would you ask about the other implements that 
were said to be shipped from Hamilton to Minneapolis. You might clear that up. 


Mr. Granam: Do you remember the implements? 
Mr. McLean: I believe cultivators were mentioned. 
Mr. Grauam: I asked that. 


By Mr. Graham: 


Q. In the year 1935 you have no knowledge of any of the, large Atay or 
cultivators being shipped into the United States psd pense pasa 


Mr. Morton: No. 
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-Q. That would be your evidence too, Mr. Morrison?—A. I believe that we 
did receive in the United States a few field cultivators that were manufactured 
in Canada. 

@. How would that be dealt with, Mr. Morrison? Would the parent com- 
pany notify the Hamilton concern to fill that particular order?—A. Yes, the 
parent company would order the goods from the Canada company. 

Q. Where would they be shipped, to the nearest point of distribution?— 
A. Yes, 

@. What would give rise to an occasion where you have to ask the Hamilton 
company——A. They might have developed an implement that was peculiarly 
efficient under certain conditions, and we would consider it a better implement 
for that particular section than the one made in the United States. 

Q. I now come to the price changes that have occurred. You are well aware, 
Mr. Morrison, of the interest that this committee takes in the increase of prices 
announced in the spring of this year, January 1936?—A. Yes. 

Q. Who made the announcement of the increase in prices?—A. I did. 

Q. You did yourself? I should like you, Mr. Morrison, if you will, to 

place on the records of the committee the reasons which the company suggests 
prompted them to announce the price increases in January of this year?— 
A. Well the only reason that we selected January of this year to announce the 
- increase in prices is that we had not done it before. It should have been done 
two or three years before. 

Q. Why?—A. Because of the high cost of manufacture. 

| Q. The high cost of manufacture. I want you, if you can, to put on 
record all of the reasons which the company feel justify them to increase the 
price. You can take as much time as you like, because I am anxious to have 
the whole A. For years, during this depression, 
the companies have been operating at very much of a disadvantage because 
of low volume and high manufacturing costs, and the need to get a larger 
margin in the way of price has existed for several years. 

Q@. How many years would you say?—A. Well particularly during the > 
last three or four years. 

Q. Particularly during the last three or four years?—A. Yes. 

Q: Have you any other reason you would care to place on record? Is there 
anything else that suggests itself to you as justification for the price increase? 
—A. I cannot think of anything that would be more comprehensive than the 
need because of high costs and low profits or lack of profits entirely. 

Q. You use the term “higher costs of manufacturing.” where would the 
higher costs of manufacturing appear, in the whole general cost of manufactur- 
ing? Where would that higher cost you speak about appear?—-A. It would be 
in materials, labour rates and high manufacturing expenses by reason of low 
production and fixed expenses that could not be reduced. : 

@. Did that situation that you suggest apply to the United States as 
well as Canada?—-A. The general price situation? 

@. No, the reasons that you are advancing?—A. View 

Q. Was there a price increase in the United States at the same time? 
—A. In January, 1936? 

Q. Yes—A. No; the United States made their increase in prices in 1934 
and again in 1935. 

Q@. Can you tell us what those increases were in comparison with increases 
put into effect on the Canadian side?—A. I can give you only a general per- 
centage figure. 

Q. Give it and we shall treat it as an approximation—A. My recollection 
is that the increase that went into effect in 1934 in the United States amounted 


to about 7 per cent on an average. 
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Q. Over the general line of anne nin A. ver the ee Hie. ot 


implements. 


Q. Including tractors?—A. Prices of tractors, Mr, Graham, have aac wed d 


more frequently than other implements because of changes in design of 


tractors and so forth, and there have been certain other elements that influence 
this. Do you wish me to continue my statement? 


Q. Yes.—A. I cannot recall the percentage of increase that might be- 
applied through the 1935 advance in the United States, but it was not as much 
as 1934 and did not cover nearly as many items. My best recollection is the 


advance in price in Canada that took effect in January, 1936, on those imple- 
ments that were advanced would average somewhere around 3 per cent. 


By Mr. Cleaver: 


Q. Have you given the percentage of increase in the United States. for 


19352—-A. No; I cannot give that, Mr. Cleaver, because it covered only a 
relatively few items, and I have seen no figure applying it against the total 
volume. May I say just one thing further in that connection; at the time 
we increased prices in Canada in. January, 1936, we also reduced prices on a 
number of items. 


Q. Since 1932 there has been a governmental policy in the United States : 


that might be described as the NRA or Roosevelt policy; is not that correct? 


__A. The National Industrial Recovery Act in the United States, I. believe, 
became effective in January, 19338. 


Q. Would you agree with me, Mr. Morrison, that since the effective 


date that you have mentioned, because of the policy and its application to 


labour cost, material cost and to almost the whole price level of all commodi-— 


ties in the United States, one of the purposes of that policy was to increase 

prices; is that correct?—-A. One of the purposes of the NRA was to increase 

prices? : 
Q. Yes—A. I could not make a confirmative answer to that. 


@. Did it not setup an codes and ask the industries to subscribe 


to those codes?—A. Yes. 
Q. And those codes did set up a higher scale of wages, for instance?— 
A. The codes did set minimum wages and maximum hours. 


@. And they were higher than the prevailing rates before; is that correct? ; 


—A. You mean as applied to all mdustry in general? 


Q. Yes.—A. My knowledge of the minimum wages in .other adueeaes and 


the maximum hours in other industries, Mr. Graham, is very limited. 


Q. Let us take the experience of your own company. I presume you loyally 


co-operated with the federal government in the application of it?—A. We did. — 


Q. And you tried to live up to the spirit and the purpose of the legislation 


I believe?—A. Completely. 


Q. Let me ask you this. ‘I notice on the trend index that from 1930 to — 


1933 the wholesale prices of farm implements in the United States show a slight > 


downward trend, and from 1933.0n a very marked substantial upward trend. 
Would you agree with that?—A. I would not agree that the period from 1933 on 
would show a very substantial upward trend. I will agree that there has been 


some upward trend, and I will agree that in the first period you mentioned there ny 


was a tendency down. 


Q. That would be true of materials and labour?—A. No; you are poeaie . 


the question with regard to prices. 

Q. Quite, but I am also asking now about material/costs and labour costs. 
Was there not a downward trend from 1930 to 1933 in the eke States?—A. 
Yes, that is true. 


[Mr. C. R. Morrison. ] 
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Q. From 1933 on there has been an upward trend of material costs and 


labour costs?—A. I believe that to be true. 


Q. Would you say the N.R.A. policy was the chief factor in bringing about 
the change in the downward trend and change in the upward trend in 1933, or 
would you say it was an important factor?—A. I do not believe, Mr. Graham, 
that I should care to attribute any allotted portion of that situation. to the 
N.R.A. or any other special governmental action. 

Q. In any case, Mr. Morrison, if the N.R.A. had anv effect on the increase 
in cost of farm implements in the United States you will agree with me that 
policy could have no bearing on the Canadian prices, because it was not in 
effect?—-A. It could only have a bearing on the Canadian prices as far as it 
applied to implements imported into Canada that are manufactured in the 
United States. , | 


Mr. McLran: Or material. 


By Mr. Graham: 


Q. Now, were there any other changes in the Canadian price structure in 
the year 1935?—-A. There were no important changes in 1935 as far as the 
International Harvester Company of Canada is concerned. 

Q. The committee, Mr. Morrison, were also naturally interested in the 
letter addressed to myself and placed on the records dated May 15, 1936, from 
Mr. Morton who is vice president of the Canadian company, advising the: 
committee of certain reductions in price on a long list of imported machines on 


which they have made price reductions, “ in view of the recent budget reductions 


in tariff from 124 per cent to 74 per cent. These lower prices became effective 
May 2, but we are also applying them to the stock of imported machines now 
on hand in Canada, which represents a considerable portion of our 1936 require- 
ments. This stock was brought in at the higher rates of duty previously in force, 
but' regardless of that fact, we are passing the saving made by the duty reduction 


along to our customers.” Who arrived at that decision?—A. T did. 


@. You did. And would you kindly confirm the reasons set out in the 


_ letter—that is lowering the duties from 124 per cent to 74 per cent—was that 


the sole reason that dictated that price change?—A. Yes. 

(J. The letter, as you know, contains an actual list of the implements 
affected by that price change and the reduction in dollars. Can you tell us, Mr. 
Morrison, if those reductions on the individual implements correspond to the 
saving that the tariff reduction represents?—-A. Yes. 

Q. Exactly. You pass on the saving made in the reduction of that duty? 
—A. Yes. There might have been one or two items in there where our price had 
been too low that we figured on the basis of the duties revised downwards, and 
the reduction might not have amounted in those very few instances to exactly 
the amount of duty reduction; but I might say that in substance all of the other 
reductions corresponded to the duty and excise tax reduction. 

Q. If I gave you the list, Mr. Morrison, could you tell us one or two imple- 
ments that you have in mind; could you easily pick them out?—A. I do not 
believe I could; but I would like to explain that when the reductions were made 
it was my instruction to the Canadian sales organization to give effect to the full 
duty and excise tax reductions, but I stipulated also that if they found any 
instances where the prices on the imported implements were too low to correct 
the general situation at that time and, afterwards, to my recollection, I asked 
them; did you find any cases where your reduction did not amount to as much as 
the duty reduction? My recollection is that there were only two or three items. 

Q. Now, Mr. Morrison, if you will, I want to call upon your long experience 
in the implement industry. Would the reasons that you advanced—that Mr. 


Morton advanced in his jetter of May 15—apply in your opinion to all farm 


a 
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implement manufacturers selling American manufactured implements in Canada — 
with equal force as to your own company ?—A. It would depend entirely on their 
own price situation, Mr. Graham. I do not believe I am qualified to testify for 
any other manufacturer. : | 

Q. Let me put it this way: You will agree that the reduction in the duty 
would effect a saving to any company selling in Canada imported implements ?— 
A. There would be a saving as the result of the duty reductions. j 

Q. Does the John Deere company, the Oliver Farm Implement company, the 
J. I. Case company and the Minneapolis Moline company—are they considered 
important factors in the United States group of farm implement manufacturers? 
—-A. Excellent. : 

Q. They are substantial companies?—A. Yes. 

Q. Possibly next to your own company, the largest in the United States?— 
A. John Deere would be next to the International Harvester in importance in the 
United States. hes 

Q. And the Oliver Farm Implement Limited?—A. There are other implement 
manufacturers in the United States that are larger than the Oliver. 

Q. Does the Oliver Farm Implement company make a thoroughly general 
line of farm implements?—A. They do not make a complete line. 

Q. But in a general way, do they?—A. They are listed among those that 
manufacture in a large way. i 

Q. But there are certain machines which they do not manufacture. Ts John 
Deere a very substantial maker?—A. Yes. . 

Q. And J. I. Case?—A. Yes. 

Q. And Minneapolis Moline?—A. They are— 

Q. Specializing in tractors?—A. No. They are general line manufacturers. 

Q. They are general line manufacturers too. Now, then, I know that the 
committee want to know this, that the treaty made between the United States 
and Canada, and effective early in January, reduced the duty on farm implements 
from 25 to 124 per cent—you recall that?—A.. Yes. 3 
: Q. Did that have a similar effect to the reduction from 124 per cent to 74 
per cent?—A. Yes. The reductions and duties that took effect at that time 
would represent savings just the same as the reductions and duties that took 
effect at later time. a AS 

Q. Was there any price change in the Canadian imported implements at that 
tume?—-A. Yes. | . 

Q. At that time?—A. At that time. 

Q. And on the same list that you have furnished in connection with Mr. 
Morton’s letter of May 15—the same list of implements?—A. On some of those 
implements, many of them. | | 

Q. Could you furnish us, Mr. Morrison, with a similar list and a similar 
dollar reduction applicable to the tariff change as a result of the United States-_ 
Canadian treaty?—A. We could furnish you with a list of the price reductions 
that were put into effect in January, 1936. a | 

Q. I would be glad if you would do that. Now, then, in regard to tractors, 
what has been the effect of those duty changes on tractors?—A. Well, if you are 
referring to farm tractors— PAIR Ais 

Q. Yes, farm tractors?—A. The tractors that we sold in largest number were 
duty free. 

Q. That is, under a price of $1,400?—A. Under a price of $1,400. 

Q. How many types of tractors were you manufacturing prior—within 
a recent development?—A. Oh, within the last couple of years. 

Q. The Diesel would not be in that class; it would be dutiable ever since 
‘it was brought on the market, would it not?—A. That is true.) mie bh 

Q. Were all of your other tractors being imported into Canada below the 
$1,400 class?—A. All the tractors sold for farm purposes with the possible 
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exception of crawler tractors. Crawler tractors would run into a larger figure 
and be dutiable, but not very many tractors of that particular type were pur- 
chased for farm use in Canada. — 

Q. And what was the result of the tariff change on your Diesel and crawler 
types?—A. It serves to reduce the duty. 

Q. It was reduced, you remember, from 25 per cent and put on the free 
list?—A. Yes. 

Q. What has been the result of that tariff change in the price of Diesel 
and crawler tractors and any other tractors that you manufacture and bring 
into Canada over the $1,400?—A. They were reduced in price. 

Q. Would you kindly furnish us with your statement of the reduction 
and a description of the type of tractor affected by that?—A. Yes. 

Q. We were instructed yesterday, for instance, Mr. Morrison, by Pro- 
fessor Hardy, that the Caterpillar who make the crawler type of tractor—A. _ 
That is right. 

Q. That in Winnipeg they reduced the Diesel tractor from some $4,700 
to ,practically $3,700—a substantial saving. Do you know whether that is 
correct?—A. No, I do not know. 

Mr. Grauam: Now, Mr. Chairman, I am going to another phase of this 
matter of arrangements, if there are any, between the companies as to the 
fixing of prices. Perhaps I had better permit the committee to ask questions 
on any phases I have examined into. ~ 

The Cuamrman: Yes. There may be some questions which members would 
like to ask; and I will ask each questioner to ask his question standing. 


By Mr. Coldwell: 


Q. A matter of interest was introduced this morning in reply to a question 
by Mr. Graham, and I happened to have in my hand a table compiled on the 
1934 price list in the city of Regina on 10 implements, some of which were 
purchased from the International Harvester and some from the Massey-Harris. 
It shows this, that the cash price of those implements in that year was $1,275.25. 
To that was added the carrying charge which amounted to $51, which brings 
_ the total of one fall price plan up to $1,326. Now, in this particular case a 
quarter, we will say, was paid down, which amounts to $331.56 cash. The 
balance carried over was $994.60, including, of course, the carrying charge. 
This would bear interest at 7 per cent. The point I am making is this, that 
while we are told that the interest is 6 or 7 per cent of the amount of the imple- 
ment, when we add this carrying charge on the amount of the balance of $943.69 
for six months we find that actually the interest charged is 18-19 per cent. 
I would like to get some comment on that, because here we have a carrying 
charge added and while, ostensibly, the interest is 6 or 7 per cent, in reality, 
with the carrying charges, we find that on the actual amount deferred until 
the fall the cost of carrying is approximately 18-19 per cent. That is one of 
the points we are interested in, and I would like to bring that particular matter 
to your attention?—A. The difference between the time prices that you refer 
to and the cash prices covers more than interest. The time price carries with 
it a credit risk because the man has not paid cash at the time he took his 
machine. It also carries with it the expense of collections. So that you cannot 
attribute the difference between the cash price and the time price as being 
interest, or solely interest. Does that answer the question? 

Q. I realize that; but the point I am making is this: it is true that the 
companies, perhaps, have not always selected their risks wisely, but here we 
have a situation where we have perfectly good individuals who, because they 
are unable to meet the payments in cash in April, we will say, are burdened 
with the carrying charge of 18-19 per cent, including interest and collection 
and all the rest of it?—A. The 18: is figured at an annual rate. 

Q. No, six months?—A. On the annual rate. 
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Q. Yes, certainly——A. Forgetting the agricultural implement industry, and 
taking merchandising of all characters as a basis, you are aware of the fact 
that it is a common practice in merchandising to allow a 2 per cent cash dis-— 
count for cash in ten days; or if a man does not take advantage of that cash 
discount, he pays in 30 days. If you will compute the annual rate of interest 
on the basis of that allowance for cash in ten days as compared with the payment 
of the full price in thirty days, you will find that it amounts to 36 per cent per 
annum as compared with the 18 per cent that you referred to in the implement 
industry. | | ie 


By Mr. Donnelly: 

Q. As a matter of fact, Mr. Morrison, if your business was on a cash basis, 
and not a time business at all, you would be able to sell your implements for 
less, would you not?—A. I tried to answer that yesterday. From 75 per cent 
to 85 per cent of the farmers in western Canada buy their implements on time. 
The reason they do that is. because they cannot pay cash for them. If the 
implement business were put on a strictly cash basis, that very large proportion 
of the farmers could'not buy; and they need implements as badly as the fewer 
farmers who could raise the cash. The result would be that the volume of 
business would be curtailed to the point that the cost of maintaining the business 
and running the business, applied to the small volume that you would get on a | 
cash basis, would compel a cash price that is higher than the present cash price. 

Q. But there is a feeling among the people who pay cash just thé opposite 
to what Mr. Coldwell refers to, namely, that they do not get enough discount 
for cash, that they are paying too big a price as compared with the time price, 
taking into consideration the number of men that we see travelling throughout 
the west to make collections, and the number of losses that we know you must 
make. We believe that the man who pays cash does not get enough consideration. 
IT have just one or two other questions. You referred to the $1,400 tractor. 
Where is the $1,400 considered, at the door of the factory or the consumer’s 
_place?—A. That, I believe, would be the duty value price. . 

Q. The what?—A. The duty value price: 

Q. That is at the door of the factory? 

Mr. Cuieaver: The value for duty. 


Witness: The value for duty purposes. 


By Mr. Donnelly: 3 

@. You pay duty on the $1,400, on a tractor under $1,400?—A. Yes. | 

Q. Where is the price set for that $1,400? Where is it taken into con- | 
sideration?—A. At the port of entry. od aie 

@. At the port of entry?—-A. Yes. 

Q. You pay duty at your port of entry on the price of the implement at 
your factory, do you?—A. You pay duty at the port of entry or. the price 
established by your customs department as being the duty value. ~ eit 

Mr. Cuiraver: The value for duty. 

Witness: The value for duty. 


Mr. McLean: Which is generally the wholesale price. | 


By Mr. Donnelly: | ' 


Q. You say that from 1929 to 1936, the present time, you have had to 
increase the price of implements here in this country due to certain things. One, 
you said, was the cost of labour; the other was the cost of material. Do you 
mean to tell this committee that from 1929 until the present time the cost of 
labour has gone up in this country?—A. I do not believe that 1929 was the 
year that was used. oo vee OL Wee 
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_ Q. As a matter of fact, you have increased the price from 1929. You did 
not lower the price of implements from 1929 on; and it is only lately it has gone 
up above that. You said the cost of material had gone up since that time?— 
A. I think Mr. Graham, in his question that I answered in the way I did, was 
referring to the last three or four years. I would like to have in front of me, 
before I. would attempt to answer your question as to the trend in labour and 
material prices, the figures so that I could see them. 

Mr. Granam: Mr. Chairman, perhaps I might explain to Dr. Donnelly 
that, in the replies to the questionnaires, the companies have given their break- 
downs on those very features. I wanted to simply bring out the reason, so that 
later I can examine on that very point that you raised, Dr. Donnelly. We have 
their actual break-downs on certain implements referred to. 


Mr. Donnetuy: All right. There is another question I want to ask. 


By Mr. Donnelly: 

@. You said the rate of interest in Saskatchewan was 7 per cent before and 
7 per cent after maturity. _How long has that been in effect?—A. I will give 
you the date. The 7 per cent before and 7 per cent after due rates were put into 
effect in Saskatchewan on February 1, 1934. 

Q. What was it before that?—A. I will answer your question rather com- 
prehensively. Before January 1, 1928, the rates in Saskatchewan were 9 per 
cent before maturity and 9 per cent after. On January 1, 1928, the rates were 
reduced to 8 per cent before and after maturity. On January 1, 1933, the rates 
were reduced to 6 per cent before and after maturity; and on February 1, 1934, 
they were raised to 7 per cent before and after maturity. 

@. You say also that you asked for 25 per cent cash. You have been in the 
‘ company for some time, Mr. Morrison. Back in 1915, 1916, and 1917, were you 
asking for 25 per cent cash then?—A. We did not always get it, but our terms 
were— 

(. You might have asked for all cash but you would not get it either?-—A. 

No. What I mean by that is this: Our rates and terms, as printed, provided for 
25 per cent; but we did not always get it. We came very close to getting 25 
per cent on the general implement line; but on the larger machines like tractors, 
threshers and combines, we did not vet 25 per cent many times. 
“SOAs a matter of fact, your sales policy has changed quite considerably 
since that time, from what it was back in 1915, 1916, and 1917?—A. Our 
experience in connection with bad debt losses has caused us to adopt a more 
conservative attitude. 

@. Your policy has changed; there is no doubt aout that. Because [ re- 
member quite well your men going through the country at that time practically 
asking people to buy implements. To-day that is hardly true. You stated also 
that you often consulted with Mr. Morton in setting the prices of these imple- 
ments. Is that not true? You said you did, did you not?—A. No. I did not 
say that we consulted with Mr. Morton with respect to that. I said I consulted 
with Mr. Ewald, our Canadian sales manager. 

@. I beg your pardon. You consulted with him as to whae prices you 
should ask for implements?—A. Yes. 

©. Do you ever consult with the other companies as to shat ela No. 

Q. You have nothing whatever to do with any of the other companies, in 
saying what price they ask for their implements or anything else?—A. We will 
ask them what prices they are asking for their implements. As a matter of fact, 
when we get out our prices on our implements, we will send those prices to the 
other companies. 

@. And they do the same with you?—-A. They do the same with us. That 
is just an ordinary business courtesy that I presume exists in all kinds of business. 
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By Mr. Coldwell: ee 2 
Q. Do we understand that there is no price setting by agreement between the 
various implement companies, such as we have in some other lines?—A. There 
- 1s not. fie | 


By Mr. Cleaver: . 

Q. Coming to the difference between credit sales and cash sales, could you | 
tell us on what percentage of the credit sales you have had losses, by way of 
actual losses, in the last five years? I see you set up a reserve for losses of about 
15 per cent?—A. I have some figures here, Mr. Cleaver, that would have to be 
segregated to give you the five-year period. I can give you the ten-year period 
including those years. eve 

Q. The ten-year period would be quite satisfactory.—A. Our losses sus- 
tained or estimated to be sustained on the receivables that we have taken in 
Canada in that period amount to 13 per cent. : 

Q. Could you give me the cost of collection'of your receivables over the same 
period or over the last five years?—A. Do you mean on a percentage basis or on 
a dollar cost basis? 

Q. On a percentage basis. 


By Mr. Donnelly: 
Q. That 13 per cent loss would be over the dominion?—A. Yes. . 
Mr. McLean: On the credit. sales. 
Witness: A very large part of it is in the west. 
Mr. DonnetLy: It would be much higher if you took the west alone. 


By Mr. Johnston: 
Q. Is that 13 per cent on your total sales or just on your time sales?—A. 
Just on the time sales, on the notes taken. 
Mr. Gotptne: What is the amount of the time sales? 
Mr. Curaver: He said about 85 per cent of the total. 


By Mr. Golding: 

Q. Yes, but what is the amount of sales, so that we can get an idea of it? 
—A. Do you mean the amount of the times sales against which this 13 per cent 
was estimated? 

Q. Yes?—A. That would amount to $52,300,000. 

The CHatrrMAN: Over the ten-year period? } | 

Mr. Grauam: I would ask the reporter to make a note of Mr. Weir’s 
question. . a 


By Mr. Graham: ; 
Q. What. is the ten year period you are speaking of?—A. 1926 to 1935. 
Q. Inclusive?—A. Yes. | | 


By Mr. Cleaver: Ave 

Q. The gross figure on which you are taking the percentage over the full 
ten years is $52,000,000?—-A. That is right. . 

Q. You were looking up for me your cost of collection?—A. All right. 

Q. I believe there was some evidence before the Price Spreads Committee 
that that is approximately 10 per cent. If you cannot find the exact figures, 
could you from memory tell me whether 10 per cent would be approximately 
correct?—-A. I would have to take those figures and compute them over the — 
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period of time. I have the figures here in front of me covering the cost of 
collection for each individual year from 1904 to 1936. 

Q. Could you now give me the cost of collection in a percentage over any 
of the last recent years?—A. Yes. I can give you the cost for each year on a 
percentage basis. 

~Q. Justh read it out, of you will. —A. For what years do you wish it? 

~Q. Well, starting in 1929 and moving forward.—A. All right. The costs 
were: 


Year Percentage 
PR ie toe acm Ri) ain RA Te LCR AE" SoS ak ag 
ib Tat Wea ares fo POS oa eB RNS I ERE UTR Ql le Sa el | 
TION MAG Ne es Le Maer ei eae DL AO 
UE Fane AS a OR SEES A CORUNA Lie a Lae RR oe ene 
LIDS beth ee NEM Ra Tih et RC Me eat Ser Nara 20 on ae t Mah tate Sha Dt, 
BUT Ea A INCI ARS UD ka es SE a ier cee HA 
DS ik arth nee eM MeN ee rene Ree a) tau lie ole aaa rds G) 


‘Those .are the last final figures or definite figures that we have. 


Q. Over the last five years the percentage cost of collection on time sales 
would averagee about 11 per cent.—A. I would say so. 

Q. So that to the 13 per cent of loss you must add 11 per cent for the 
cost of collection which would make a total of 24 per cent that time sales have 
cost you more than cash sales during that period?—A. I think that is correct. 

Q. And to that amount of 24 per cent must be added the interest that 


you would have to pay on the money tied up? 


Mr. McLran: No, that is included in the interest that is collected. 
Mr. Cieaver: I am coming to that in a moment. 


By Mr. Cleaver; 


Q. To figure out the total cost to the company of time sales for that period 
you would first take your loss of 13 per cent, then your cost of collection of 
11 per cent, making a total of 24 per cent; ‘and then to that amount you must 
also add your interest costs?—A. If you had to borrow money in order to 
carry these receivables, yes. 

@. Quite true?—A. The International Harvester Company of Canada has 
not borrowed money for that purpose. 

Q. But if you had had to borrow it you would have had to pay interest? 
—A. Yes, if we had had to borrow it. 

Q. Well then, that is the cost to the company. Now, then, coming to the 
other side of the picture, what did the company collect from these time sale 
purchasers more than they collected from the cash purchasers to reimburse 
the company for this cost?—A. I have not a separate figure for that, Mr. 
Cleaver; but I will say this, that the additional amount charged for time as 
compared with the cash price has not in that period amounted to as much 
as it has cost. 

Q. I think that is rather obvious, that there would be quite a.large dif- 
ference between these two; well then, to that extent the cash purchasers are 
being used to subsidize the time purchasers?—A. Not to that extent; that is, 
assuming that our cash prices are sufficiently high that they cover the manu- 
facturing costs and all other expenses incident to running a business. But, 
that is not true, the cash prices themselves are even too low. I wish to state 
that the difference between the amount charged for time sales over cash sales 
and the total expenses in handling of these time sales including the loss has 
been borne by the stock holders or the owners of the business, rather than the 
farmer who pays cash. 
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Q. I will come to that point in a minute in the financial statement; but 

just following that up, your sole source of revenue is the money that you 
receive from the sale of implements, and there are two sources; one, the sell- 
ing price that you get from the cash buyer; and two, the selling price that you 
get from the time buyer; that is true, isn’t it?-A. That is true, as far as it 
applies to implements, yes. : 
- Q. Well then, if you had not received enough money from the time buyer 
to reimburse you for the loss you sustained through selling to the time buyer is 
it not equally true that the cash buyer helped to subsidize, or to make up that 
loss?—A. Not necessarily. If our prices were named on a basis that the cash 
price and the time price buying would show the company a profit, and a satis- 
factory profit, on the operations of the business, even in the fact of these losses 
that we are talking about, then I should say that the cash buyer possibly 
assumes a considerable part of it. However, these losses do reflect in the 
balance sheeet of the company. | 

Q. Perhaps my question would be a little more palatable if I were to put 
it in this way; that the fact that you do: not collect enough from your time 


buyer to take care of the proper cost of time selling increases your losses?—A. _ 
The fact that we have not had prices high enough, both cash and time, has 


had the effect. of increasing our losses. 


Q. I think we understand each other. Coming to the question of losses 


then, we will see what they are. In 1921 the Canadian business paid a dividend 
of $3,000,000. Is that right?—A. I believe that is right. 
Mr, JarcHow: That is correct. 


By Mr. Cleaver: 


Q. And about that time the parent company found that it was more profit- 


able to retain the profits of the Canadian company in the United States and 
never let them get to Canada, on account of our value for duty which our 
Customs Department set up?—A. That is a statement I cannot subscribe to. 

Q. We are having a bad time. Well, we will take a little more time with it. 
What implements did you export from the United States to Canada in the years 


following 1921?—A. We exported from the United States into Canada tractor- . 


binders, harvester-threshers, tractors— 

Q. Not too fast, we will just get a few typical ones—tractor-binders, yes? 
—A. Harvester-threshers. 

Q. Yes?—A. Tractors, corn-binders. 


Q. That is enough. Would you give me the price at which you invoiced 
your selling company in the United States a tractor-binder?—A. You mean, 


give it to you in dollars? I haven't the figures, but the way the Harvester 
company sold that machine to the distributing company in the United States 
was at a figure which represented the dealer’s price in the United States less 
25 per cent. Tee 

Q. Now, in order that there will not be any confusion in this we better 
reduce it to actual dollars and cents. Could you have that looked up for me; 
the price at which you invoiced to your selling company in the United States 
a tractor-binder, a harvester-thresher, a tractor and a corn-binder; and then 
the price which your parent company invoiced these very same articles at to 


the Canadian company. And I am suggesting to you that you can tell us now — 


that the invoice price to the Canadian company was 13 per cent higher than 


to the same American selling company?—A. Not 13 per cent. The difference 


was this: The price to the American selling company was the dealer’s price 
less 25 per cent; and the price to the Canadian company was the dealer’s price 
less a net of 13-375 per cent. 


Q. In other words, the price to the Canadian company for exactly the 7 


same machine was 10-6 per cent higher than the price at which you sold that 
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machine to the selling company in the United States?—-A. It was the difference 
between the discount of 25 per cent and the discount of 138-375. 

Q. Yes, it is 10:6?—A. I don’t know how you figure it. 

Q. Well now, let us get it down’ so that there will be no misunderstanding, 
in actual dollars. Take a $300 machine and give me the price at which you 
invoiced that to the American selling company, and the price at which you 
invoiced it to the Canadian company?—A. The difference— 

Q. Take a $300 machine, a machine that you would invoice to the American 
selling company at $300, at what amount would you invoice that same machine 
to the Canadian company? Have you the answer?—A. Yes. The price to 
the United States distributing company would be $300. 

Q. Yes?—A. The price to the Canadian company would be $346. 

Q. Yes. - Well then, I suggest to you that the question I put to you a few 
minutes ago is correct; that on account of our tariff regulations you found it 
more profitable to make your profits in the parent company than to make 
them over here; you charged the Canadian company $46 more for that one 
machine than you charged the American selling company for the same machine? 


—A, You realize, Mr. Cleaver, that the price that we charged the Canadian 


company was one that we were compelled to price at. 

Q. I realize that. I am trying to show why your Canadian company from 
1921 on showed no dividends; bless you, you kept them at home. I am not 
saying that you were wrong in doing it. I am saying that our silly tariff 
regulations encouraged you to do it?—A. The profits of the Canadian company, 
of course, are affiected by the higher price that they had to pay for these 


| implements than if they had been purchased at the same price as the United 


States distributor paid. 

Q. Now, we have the figure on this one type of implement, let us have 
the figure on another type—a tractor. Take a tractor that would sell to your 
American company for $1,000; what would you charge the Canadian company 
for that same tractor during the period when there was the full 25 per cent 
spread. Just recall your evidence of yesterday.—A. Yes. I want to give you 
the figures. I will give you an illustration, Mr. Cleaver, based on a tractor 
that would be priced to a dealer in the United States at $1, 000. 

@. Yes.—A. The American distributing company would pay $750 for that 
tractor, the Canadian company would pay $950. 

Q. So that the Canadian company was charged $200 more money for 
exactly the same tractor than you charged the American selling company?— 
A. That is correct. 

Q. And once again I suggest to you you found it profitable to keep your 
profits in the United States and never to let the Canadian company make them? 
—A. I don’t like the inference that might, be taken from that statement that 
we found it profitable. It sounds like we had elected to do that. 

Q. I am not suggesting that—A. The way it turns out. 

@. Then, shall we say necesary?—A. That is better, and that is the reason 
I have not subscribed to your statement. 

Q. Now, take your set up rate as at the date, on those same two implements 
on which you told me the prices charged to the American company and to the 
Canadian company?—A. You want them in dollars? : 

Q@. In dollars, the same as we had them a moment ago. If you would 
rather give it after lunch, I am quite willing that it should go on the record then. 
—A. It would mean doing some figuring here, but I think I can give you what 
you want by dealing with it on a percentage basis. 

Q. I would rather leave it until after lunch, and get it in dollars, and then 
there will be no argument. 


The CHatrMAN: The committee shall adjourn now until four o’clock this 
afternoon. 


Committee adjourned at one o’clock, to meet again at four o’clock. 
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AFTERNOON SESSION 
The committee resumed at 4 o’clock. 


The CuamrMaAn: Gentlemen, we shall continue from where we left off when 
the committee rose. I think Mr. Cleaver had the floor, and I shall now ask him 
to continue. 


Mr. C. R. Morrison, Mr. F. M. Morron, Mr. C, E. JarcHow, recalled. 


By Mr. Cleaver: 

Q. You have given us, Mr. Morrison, the amounts that you were more or 
less compelled to mark up the selling price to the Canadian company beyond 
the price at which you wished to make it. Would you now give us the actual 
selling price to the farmer in Canada and the selling price to the farmer in the 
United States of the tractor that we were talking about this morning?—A. We 
would not have those figures at. all, Mr. Cleaver, the selling price to the farmer. 

Q. Can you get those for us?—A. It would be very hard to get it from the 
States. You understand that the tractors are sold to dealers in the States, who 
in turn make their price. I can give you however, the figures you were asking 
for this morning on the hypothetical implements on which you want to know the 
difference. 


' Q. Thank you. Will you give them now?—A. On an implement that the 


dealer’s price would be $100 in the States, the United States selling company 
would be charged $75 for that implement. Prior to the recent change in the 


value for duty purposes in Canada the Canadian company would have been 


charged $86.63 for the implement. Since the change in the formula for establish- 
ing value for duty purposes the Canadian company is charged $80. That is on 
the implement— 

Q. Before you leave that, may I ask this question? Why is the Canadian 
company still charged $5 more than the American company for the same imple- 
ment?—A. Because the value for duty purposes stipulated by the Canadian 
government provides for discount of only 20 per cent. 

Q. Whereas your actual discount is $25?—-A. To the U.S. selling company. 

@. I wanted that on the record. Then you have another one there?—A. I 
have the hypothetical tractor. If the tractor was priced $1,000 to a dealer in 
the United States, the U.S. selling company would be charged $750. Prior to 
the recent change in the Canadian customs value for duty purposes, the Canada 
company was charged $950. Since the change in Canada in the value for duty 
purposes, the Canada company is charged $800. 

@. And if the Canadian customs would go as far as they perhaps should 20 
and allow a mark-down or duty for value which is true in fact the Canadian 
company would only be charged $750?—A. That is true. 

Q. Then, in order to have it on the record at this point would you indicate 
to the committee the actual amount of duty saving which the company made 


by charging the Canadian company this excess price showing why it was so — 


absolutely necessary that you should do it? Take the same typical cases of 

$100 implements. If you had billed them to the Canadian company at $75 

_ you would have had to pay 25 per cent duty on that sale plus a dump duty of 
$25; is that right?—A. No; I do not get the $25. 

Q. The reason you marked it up to $100 was to escape the dump duty. 
What is the dump duty? Is the dump duty not the difference?—A. We did not 
mark up the implement to $100, Mr. Cleaver. The comparable price between 
the USS. selling company and the Canadian company— 

Q. I mis-bespoke myself, $86.63—A. Yes; the difference there is $11.63. 

Q. Would you indicate to the committee in actual dollars the actual saving 


in duty which the company made by charging the Canadian company $11. 63 — 
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more than it wanted to?—A. Do you refer to the dumping penalty as a duty? 

Q. Yes——A. When you use the word “ duty ’— 

Q. I want to get on the record— —A. —you refer to the dumping penalty. 

Q. I want to get on the record the reason for the markup?—A. If the 
implement had been charged to the Canada company at the same price it was 
charged to the U.S. selling company we would have had inflicted upon us the 
dumping duty representing the difference between the price we charged the 
Canada company or $75 and the $85.63 which they stipulated should be charged. 

Q. In other words you would have been penalized to the extent of $11.63?— 
A. That is true. 

~Q. Less the actual duty which you paid on the increase, of course?—-A. Not 
less anything, because the duty we would pay would have to be paid on the 
value for duty purposes regardless of any price that might occur between the 
two companies. 

Q. So that on an agricultural implement which you would bill to your 
selling company in the States, $75, if you had billed that same implement to 
the Canadian company at $75 you would have lost through having to pay in 


duty charges $11.63?—A. Through having had to pay that amount as a dumping 


enalty. : 

e Q” So that by marking up an implement to the Canadian company $11.63 
higher than it should have been, you saved a duty of $11.632—A. I am not 
going to say yes to any such question as that, Mr. Cleaver, for this reason: 
The customs officials stipulated the price that should be used for establishing 
values for duty purposes, and we were expected and required, regardless of our 


wishes in the matter, to charge the company in Canada that same price; and 


if [ am not mistaken on the manifests that are made over in the United States, 
manifesting those machines into Canada, I think we subscribe to the fact that 
this is the price and no other price exists between the two companies in the 
transaction. | 

~Q. May I refresh your mind, Mr. Morrison, on the evidence you gave yester- 
day in reply to quite a similar question. I am reading from page 369. This 
is your answer: “ No, our minds are not changed; we will be glad to allow the 
Canadian company the same discount as allowed the American company ”?— 
A. That is exactly true, and I stand on that right now. 

Q: I suggest to you that the only reason why the Canadian company was 
charged this extra $11.63 on a $75 implement was because the Customs Depart- 
ment at Ottawa insisted on you doing it or on paying them that amount as a 
duty, as a penalty?—A. Well, that is substantially correct. 

Q. So that you had no option, you had to do it?—A. We had no option. 

Q. Now, coming to the tractor, and let us get the picture there in the same 
way. You have given us the figure on a tractor that your selling price to the 
USS. selling company would be $750. If the tariff regulation had not interfered 
you would have billed the Canadian company that tractor at $750?—A. That 
is correct, ves. 

Q. But as the result of or on account of the tariff regulation you billed the 
Canadian company at $200 more than that amount?—A. That is right. 


. 


By Mr. Donnelly: 


Q. Is there a duty on tractors?—A. There is no duty now on tractors, and 
there was no duty at the time Mr. Cleaver refers to on tractors, the value for 
duty purposes amounting to less than $1,400. 


By Mr. Cleaver: 


Q. Notwithstanding the fact that there was no duty on those tractors, there 
was this regulation of a value for duty?—A. That is true. 
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Q). And even though there was no duty on the deactore you would. have © 


had to pay $200 to the Canadian customs if you had not added that on the price | i 


in billing it to the Canadian company ?—A. That is true. 
Mr. McLean: There is also an excise duty. 
Witness: Yes. 


By Mr, Cleaver: . 

Q. That applies throughout. Now, in order that we may reasonably 
estimate what loss this has been to the Canadian company, would you please 
indicate what percentage of the gross Canadian sales of your company are 
imports?—A. You mean for the whole period of time? 

Q. Oh, for a reasonable period of time, so that we will get a fair idea?— 
A. Several years ago the sales of implements in Canada represented about 50 ~ 
per cent imported from the United States and about 50 per cent manufactured in 
Canada. Later those figures were reduced considerably as far as the imported 
machines were concerned. 

Q. Now, in that figure are you including both trucks and tractors?— 
A. Not trucks: I am including tractors. 

@. Well, you imported trucks as well?—A. We did for a short time, but 
we started in several years ago to manufacture trucks. | 

q. Take a normal year, “hot an abnormal year; would you say that your 
total implement tractor—your total sales in Ganada would be about 50 per ~ 
cent made in Canada and 50 per cent imports?—A. That was true several 
years ago. 

Q. Was it true in the last normal year that you had?—-A. In the last normal 
-year I should say yes. 

@. Then, breaking up the 50 per cent a imports into tractors and other 
agricultural implements, how would you divide them in percentages?—A. I 
could not divide them here on the stand, because I would have to get at a 
figures and work it out. : 


Q. Could you give me an approximate figure?—A. ‘I would not care to ne Ns 


that, because there are many figures involved in arriving at a proceeds division | 
‘of that kind. 

Q. Would it be asking too much to ask you to supply it?—A. Tt yop 
be asking a great deal of work. 


Mr. Grauam: I spoke to Mr. Jarchow on the same point. Mr. Se 
you pointed out that it would take how long? I think it is a matter that the 
committee will have to decide. 

Mr. JArcHow: We cannot go back many years, but for any one year “4 
would involve a lot of work, because it involves going through each individual 
shipment and individual invoices. aa 


By Mr. Cleaver: | One 


Q. I will leave that question for the time being. One thing more and I 
am through. How soon could we have the statement from you in regard to 
the selling price of our hypothetical tractor and implement in the United States 
as compared with Canada?—A. You mean the retail price? ict 

(). You said you would not care to do that now. How soon could we fo | 
it?—A. Well, the retail prices of tractors in the United States vary, Mr. Cleaver, 


in various sections of the country, depending upon transportation rates. We ee 


could give you the list price of a tractor in the United States at the factory 


which would be the retail price that we would ask a farmer if he came in to he 


the factory to get one. 
Q. Fine. Are you prepared to do that now; because if you are that will | 
answer my question?—A. But against that, at what point would you want the — 
price of the tractor. ; ASS a ea ee 
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-Q. I was coming to that after I got this answer. What is your list. price 


at the factory of this tractor we have been talking about that you would sell 


to the U.S. selling company at $750°?—A. That was a purely hypothetical figure, 
because it was easy to figure. I will tell you what I will do. I will be very 
glad to get for you the list price in the United States at the factory which 
would represent the retail price we would ask at the factory for some typical 
tractor and give to you the same tractor at the present time at any point in 
Canada if you want the price. 

@. I would suggest that you give the corresponding price in Canada— 
namely, the list price at the factory?—-A. There is no factory in Canada mak- 
ing tractors. 

@. Well, at your head office in Hamilton—A. I should be glad to do that. 

@. Of course, in regard to all these figures and prices which you have 
given, these will vary depending upon the location or point of view; that is, 
freight rates enter into the picture over and above these figures you have given.— 
A. Oh, yes: 


By Mr. Johnston: 


@. In connection with the tractor, when you are getting the figures for 
Mr. Cleaver I wonder if it would be possible to, let us have the price at Regina 
instead of Hamilton?—A. Very glad to do that. 

(. In western Canada, Regina is quite a heavy distributing point. Hh) We 
will be glad to get that. 


By Mr. Ward: 


Q. Coming back to the question of time sales versus cash sales, suppose, 
for example, for the moment that you could divorce from your mind entirely 
any thought of the business past or even future in respect to implements, what 
saving could be made if sales were entirely cash sales? Is that too big an 
order?—A. If you could assure us.as large a volume of business under the 


all-cash— 


Q. You are begging the question—A. I cannot help but beg the question, 
because it is very much involved. 

Q. The point I wished to make was: has much encouragement been given — 
to farmers te pay cash? Let me give you a concrete illustration. I went to a 
dealer just last: summer to buy a binder. I said, ‘‘ What will you sell me a 
binder for for cash?” He thought at so much money. I said, “ Suppose, for 
example, you give me two years to pay for it; how much would Ihcosten Lt 
was just $10 more?—A. How much time? 

Q. That is so much cash and two payments, one last fall and one this next 
fall, eighteen months’ time or sixteen months’ time. If you ficure it out, it 


was only about 4 per cent on the money that was involved in the transaction. 


There was no encouragement at all if, for example, I was going to the bank to 
borrow the money, for me to go to the bank and pay 7 per cent in order to buy 


the binder and pay cash for it. I think that has been generally true for at 


a 


least 20 years, that little or no encouragement has been given by the companies 
to cash purchases?—A. One of the members of the committee this morning 
raised the question that the difference between the cash and the time price was 
entirely too high, and he had figured it out that it represented an annual rate 
of about 18 per cent on the money. Evidently there must be some discrepancy 
in the views here. 

Q. The committee might be interested in a visit I made back in 1904 to a 
~ Doukhobor settlement in Saskatchewan, and they had just unloaded a carload 
of McCormick binders. They bought them as a community directly from the 
- factory and paid cash for them. The man in charge of the settlement told me 
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himself that they paid $78 for the binders; we were paying $165 at the same 
time?—-A. When was this? f bee 

Q. 1904. We were paying $165——A. And he got them for $78? 

Q. And he told me that he bought the binders for $78?—A. I have never 
seen a binder as low as that in the United States or Canada. 

Q. Would that not be a fair price at the factory?—A. $78? No, never. 

Q. For 6-foot binders?—A. No, $78 at the factory—that is entirely too low. 

Q. Thirty years ago?—A. Thirty years ago they cost more money than that. 

Mr. McLean: What about that mythical carload that was wrecked on the 
C.P.R. and valued at $36? 

Wirness: I never heard of it. I do not know anything about it. 


Mr. McLean: You surely have heard of it. 


By Mr. Ward: 

Q. This man in charge had no reason not to tell me the truth. He seemed 
to know what he was talking about and he told me and three other men who were 
with me that the binders had cost them $78 at the factory. Of course, they paid 
their own freight from the factory to what is now Kamsack, Saskatchewan. So 
that these things had given rise to a feeling that has been prevalent for a long 


time that no encouragement has been given by the companies to those who would ~ 


pay cash; and I am not sure that much effort has been put forward by the com- 
panies to encourage cash purchases. Perhaps, Mr. Chairman, for many years 
it has been the proper business to sell on time?—-A. Mr. Ward, if we were to 
take our losses in the last four or five years and our collection expenses, figures 
that I have testified to this morning, and we should fix a time price based on 
those losses, increase the prices up to the point that it would have absolutely 
covered those losses and given us a fair profit, the disparity between the cash 
price and the time price would have come back to us as a boomerang from the 
farmer who had to pay on time, and he would have charged us with usury for 
‘the price he would have been required to pay for the machine. 7 


By Mr. Senn: ; : 
Q. Mr. Morrison, a few minutes ago in reply to a question by Mr. Cleaver 


you stated that the percentage of Canadian sales by your company was 90 per _ 


cent imports and the other 50 per cent made in Canada. For what period of 


time did that condition exist?—A. That existed up until a few years ago, Mr. | 


Senn; and the figure I am using is an approximation, because I do not have the 
definite figure. But I am quite sure in my own mind that it is about right. 


Mr. Cuiraver: His answer was the “last normal year,’ Mr. Senn. 


By Mr. Senn: 

For the last five years what would you say was the percentage of imports, 
of the Canadian sales by your Canadian company?—A. About 20 per cent. 

Q. What is the reason for the difference in imports during that period?— 
—A. Well, in that period of time, Mr. Senn, we have started the manufacture in 
Canada of some goods that we previously imported from the United States. 

Q. Why did you do that, may I ask? 

Mr. McLean: They were not selling enough to keep the shops going. 

Wirness: The duty rates had something to do with our decision. 


By Mr. Senn: 


Q. The imposition of a higher duty did have the effect of increasing your _ 


normal production in Canada? 
Mr. McLean: No. 
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‘Mr. Curaver: It had the effect of increasing the percentage but decreasing 
the normal production. | 


Mr. Senn: That may be Mr. Cleaver’s idea, but I do not think it is the 
correct one. . 


Mr. CiLEAvrER: You might take our figures, and I think they will show that. 


Mr. Senn: I know the figures are much lower than they were in the years 
of low production. But we cannot get away from that fact, I think. 


By Mr. Senn: | 

Q. I am asking Mr. Morrison, and I think he will agree with me in this, 
that a larger percentage of the Canadian sales of their company was manufactured 
in Canada during the past five years since that higher duty was imposed than 
formerly?—A. Yes. | 

Q. Very well. Now, you have stated time and again, Mr. Morrison, in 
answer to questions, that the price at which you billed your goods to the Cana- 
dian company was some 10 per cent higher than it would otherwise have been 
if it were not for the customs regulations regarding fair valuation. Is that 
correct?—-A. That is my testimony. The 10 or 12 per cent is an estimate on 
my part, because we do not have the definite figures. 

Q. Well, it is approximately correct, you will say?—-A. As near as I can tell. 

@. But since May, 1935, that has been reduced to 5 per cent, has it not, 
according to your estimate? There was a change in the regulation at that time? 
—A. I think perhaps that figure would be approximately correct. 


Mr. McLean: Six and two-thirds, to be exact. 


By Mr. Senn: 

Q. May I ask if the Canadian consumer was charged that 10 per cent or 
12 per cent more than he would have been charged if you had been able to bill 
your implements to the company at the price that you desired to? 

Mr. Curaver: I think that question should be reserved. 

Mr. Peruey: You have had your turn; now sit down. 

The Cuarrman: I think we should let Mr. Senn finish. 

Mr. Curaver: I would like to ask the chairman for a ruling. I think that 
question should be reserved until the witness gives the evidence which I asked 
for, and which he has not now, as to the selling price in Canada and in the 
United States. 

The CuatrMan: I think Mr. Senn can finish his question. 

Mr. Senn: What is your ruling? 

The CuatrmMan: I think you should finish your question. 


By Mr. Senn: 


Q. I am not asking for an accurate answer by way of it being one hundred 
per cent correct, Mr. Morrison. But I do think that you could say off-hand, as 
president of the Canadian company, whether you have charged the consumer or 
farmer that 10 per cent extra which you had to charge the Canadian company? 
—A. I would say No, in a general way; and I would like to explain why I am 
saying no. 

Q. Yes——A. The implements imported upon which we paid a higher price, 
or upon which the Canada company paid a higher price than the company 
selling in the United States, were brought in here and sold in competition with 
similar implements manufactured in Canada; and we could not bring those into 
Canada and set a higher price simply because the Canada company had to pay 
more than it should have paid. In other words, our prices had to be reasonably 
comparable with competition. 
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Q. May I ask this question: The 10 per cent difference was between the 
price charged your American selling company and the price charged to your 


Canadian company, was it not?—A. It was. 


Q. Your American selling company, after all, is a wholly owned subsidiary, — 


is it not?—A. Of the Harvester Company. 
Q. Of the Harvester Company?—A. Yes. 


Q. And the Canadian company 1s practically a wholly owned subsidiary of | 


the same company?—A. Yes. 


Q. What difference does it make in fact—outside of the imposition of the 


duty on the higher valuation—what you really charged those two companies ?— 
A. You mean what difference does it make to the Harvester Company? 


Q. Yes?—A. If the parent company, which owns the stock in both the | 


United States selling company and the Canadian selling company, charges the 


Canadian selling company a higher price than it charges the United States 


selling company, the parent company receives the benefit of that higher price 
in its profits. However, the goods coming into Canada were subject to a duty 
on the higher prices; the greater the duty and the greater the excise tax. 

Q. Of course, I made that clear in my question—A. Yes. That explains 


the situation as applied to the Harvester Company. However, it is only fair 
and reasonable that the selling company in Canada should be able to buy its_ 
goods at a fair and reasonable price. If it had been able to buy its goods at 


the same price as the United States selling company purchased them, the 
Canadian selling company would have had more profits; the parent company 


would have had less. Therefore, the profits that would have shown on the 


Canadian company’s books would have been subject to an income tax in Canada, 
if there were profits. 7 
Q. I can fully understand that. May I ask another question? You said 
that you could not sell your goods at any higher rate or any appreciably higher 
rate because they came into competition in Canada with Canadian-made goods 
or other goods, which made it impossible for you to increase the price by that 
10 per cent. May I turn the question around the other way and ask you if, 
during that time, you had been able to sell to the Canadian company at the 
same price that you sold to the American company, could you have reduced 
the price by that 10 per cent in Canada, or would you have?—A. No. : 


Q. Why not? | 3 : 
Mr. Tuorson: Which is it, could you have, or would you have? 
By Mr. Senn: \ 


Q. There must be a reason for it?—A. If I understood your question 
correctly—and my understanding being the one that caused the response to you. 
question to be no—it is reasonable to suppose that a Canadian manufacturer, 
manufacturing those same goods, would be able to manufacture them at a cost 
fully as low as any jobbing price that one company would make to another; 
and as the Canadian manufacturers’ prices were based theoretically on costs— 
although they had not for many years followed their costs in fixing their prices 
__the change in the values for duty purposes would not have affected the prices 
charged to the farmers. : a 
_ Q. Now, you have stated on more than on one occasion that, the extra pro t 
which should have accrued to the Canadian company went to the American 
company because of this 10 per cent higher duty which you had to give to the 
Canadian company; that is correct?—A. That is correct. | nike. a 

Q. If that had been otherwise, and you had been able to bill at the sa me 
price, could the Canadian company have sold their machines more cheaply in 
CGanada?——A. Not over the perior of time that we are talking about. I thought 
T had answered that question before. a Be 

[Mr. C. R. Morrison. ] 
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~Q. Yes; but because they had made a certain amount of profit Sahl came 
to the Canadian company by reason of having their goods billed at the same 


' price, you stated, I think, that the profits in that case would accrue to the 


. Canadian company A. To the United States parent company. 


Q. No. If they had been billed at the same price’as they were billed to the 
American company, the profit would have accrued to the Canadian company ?— 
A. That is correct. 

Q. We will suppose that profit had accrued to the Canadian company. In 
that case could you have sold your implements more cheaply in Canada?— 
A. Not over the period of time you are talking about. The excessive prices 
paid by the Canada company during that period of time only aggravated the 
loss situation of the Canada company. If it had been able to buy the goods 
during that period at the same price as the United States ee company, their 
losses would have been lessened. 

Q. Then I am correct in my assumption, am I, that after: all, this writing 
up or billing up of the goods to the Canadian company made little or no differ- 
ence, outside of the perhaps small increase in the duty paid, to the Canadian 
consumer. Is that a correct assumption?—A. It is true for this period of time. 

Q. Was the small additional amount that was paid by your company. for 
duty purposes owing to this higher duty passed on to the consumer or not?— 
A. No. That is the reason why the prices could not have been reduced. sa my 
consumer if the lower price had been charged to the Canada company. 

Q. Then it seems to me that it is a fair assumption to say that this Bois 
idea of valuation and the disadvantages that have been stated are matters for 
the company, and have had very little or no effect upon the consumer. or 
consumer prices?—A. They have not had during the period, but it is an improper 
situation as far as the Canada company is concerned. 

Q. Yes. I am willing to let it go at that, as far as I am concerned. I 
should like to ask another question along another line. You stated a short 
time ago, I think, that 13 per cent per annum was’ written off in your Canadian 
business for bad debts, did you not?—A. No. I said that on all the receivables 
taken during that period of time, the losses have amounted to 13 per cent of 


_ the total. 


Q. Could you, without much trouble, divide that into eastern and western 
Canada, that is, as to the amounts written off?—A. We would have to analyze 
our accounts. But the very large part of it is western Canada. 

Q. I should like to ask another question and then I am through. Perhaps 
it is too early to ask this question. If so, I will leave it until later. It has 
been stated that it has been the policy of your company and of the companies 
in Canada to charge a higher rate for fast moving parts or parts that wear out 
quickly than for those for which you have very little demand; that is, a higher 
rate, accordingly, to their cost of production. Is that correct?—A. That is 
not correct. 

Q. There is one other question I should like to ask before I sit down. You 
stated that in 1934 there had been an increase in price, generally speaking, in 
your line of implements in the United States?—A. Yes. 

@. And another one in 1935?—A. Yes. 

@. Why did the price of your implements not go up in Canada during 
the same period?—A. Because of the general situation in Canada with respect 
to agriculture, we just delayed doing the thing that we should have done. 

Q. Well, do you think the situation is any better now?—A. No. But there 
comes a time when you cannot go ahead any longer, in an impossible situation. 

Q. Did your Canadian company make any agreement with the former 
government? 

Mr. Crieaver: That is a leading question. 


Mr. McLean: It is out of order. 
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By Mr. Senn: | 

Q. Is that a fair question? If you cannot answer it, it is all right— 
A. If I should undertake to answer that question, I would not be answering it 
on any definite knowledge that I myself possess. 
| Q. All right, thank you. 

Mr. CieAverR: Just one point arising out of that: So that the net result- 
of this juggling of figures was the the United States government got the tax and 
profit instead of the Dominion government. 


By Mr. McLean: 


Q. Mr. Chairman, Mr. Morrison this morning dealt with credit terms given 
at the present time in Canada. I was wondering if he could tell us without much 
difficulty what the most generous or the easiest credit terms had been over the 
years with which he was dealing at that time. Were they much easier at one 

time?—A. Are you referring now to the percentage of cash required? 
, Q. And the length of time for the balance——A. There has been no change 
made in the length of time where the credit situation with the creditors is 
' good, we still offer the same terms; cash, or part cash and one, or two, or 
three-pay terms. 

 —Q. As you always did?—A. We still offer those terms for persons who can 
establish the eligibility for credit of that kind, that has not changed. 

Q. But you did sell implements at a lower cash payment some years ago? 
—A. Yes, I testified this morning that our down payment in western Canada 
three or four years ago and prior to that time was 25 per cent, and that was 
_ the figure used in our published prices. 

Q. The lowest figure at any time in that period?—A. That we put into 
our list prices. 

Q. Yes, yes?—A. But we did sell tractors and larger implements frequently 
with a lower down payment. 

Q. Yes, you testified to that this morning?—A. Yes. 

Q. Was there any difference in credit terms between the east and the west 
generally speaking?—A. Not in length of time. 

Q. But a difference in the down payment requirement?—A. In the earlier 
period the 25 per cent down payment was the same both west and east; in 
recent times we have increased the down payment in the west but have not. 
made any change in the east. : 

Q. The down payment in the east is still 25 per cent?—A. It is still 25 
per cent. 

@. Was there any difference in prices between comparable implements in 
the east and the west aside from transportation costs?—A. I do not think there — 
is any difference in. the price as between the west and the east except that — 
caused by transportation costs, except this: In the east our prices are based on 
the delivered price to a dealer’s town. That has been the custom in Canada for 
many many years, and it has just continued because it has been an old custom. © 
Our prices in the east therefore are laid down at the dealer’s town, the com-— 
pany paying the freight to the dealer’s town. In the west the prices are not 
meant as delivered prices, but are prices either f.o.b. Fort William if they 
come from that assembly transfer stock, or f.o.b. the branch house. 4 

Q@. Yes. Well now, perhaps I shoul d not ask you this, but I was wonder- — 
ing if there might be anything of a difference in the transportation that you © 
charge as compared with the real transportation cost; what would the real ~ 
difference in the freight delievered to the dealer’s house in the east be as com- — 
pared with what the dealer would actually have to pay in the west. Would — 
their be much difference there?—A. I do not think so. I think that the esa 9 
put into the prices is substantially what the freight amounts v0. q 

[Mr. C. R. Morrison. ] 
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Q. Yes. Now, as far as you can calculate shortly, prices are the same 
east and west?—-A. The basic prices are the same. ‘Transportation makes 
the difference between the basic price and the delivered price at whatever 
point is involved. 

Q. That is what I wanted to ask you about. Mr. Graham this morning 
asked you about the effect of the NRA code on prices in the United States and 
if they reflected on your costs in Canada. You dealt with that at the time, 
but there was one thing he did not ask about and which I wanted to ask your 
opinion on; that is, the effect of the very large degree of inflation which became 
the policy in the United States during the past two or three years; would you 
be able to tell us to what extent your figures with respect to raw materials and 
costs, and labour and other things, were raised by that inflation as apart from 
the cost, or even in conjunction with the cost?—-A. I am not competent to offer 
any testimony in that respect, Mr. McLean. That is testimony that would have 
to be given by an expert who would have to study the effects on the various 
things concerned. 3 ! 
~ QQ. Yes. That is fair enough. I wonder if we could get that from the 
company in any way?—A. The company does not have that. 

Q. The company does not have that? The parent company would cer- 
tainly have it?—-A. The parent company has no figures available to show how 
much increase they paid for raw materials on the outside as caused by the 
inflation or any other single cause. 

Q. It would be a matter of calculation rather than scientific statistics 
perhaps?—A. There are 120,000,000 people in the United States that probably 
now trying to figure that out. 

Q. Arid having quite a time to do it too. Now, there are a couple of other 
questions, but I think they have been fairly well answered now. Mr. Morrison, 
taking this tractor that was charged at $950 for a long time and is now charged 
at $800 as against $750 to the distributing company of the Harvester Company 
in America, would the fact that you were charged a higher invoice price not 
have a tendency to harden prices in this country; when you came to fix selling 
- prices on that implement you had it in your mind that if this were charged to 
you at $950 and you had paid excise tax on that; you had gone through a more 
expensive method of releasing it from customs, there were more formalities to | 
go through, and those facts were in your mind. Would not that have the tendency 
of hardening the price of tractors in this country?—-A. I do not believe that 
it did have that effect, for this reason, that when we established the price to 
the farmer on a tractor in Canada we simply ignored the prices that the Cana- 
dian company had to pay for the tractor. 

Q. How would you set the price then?—A. The price is set on the basic 
domestic price plus what it costs to get that tractor up to the point where it is 
sold in Canada. 

Q. The domestic price in the United States?—-A. In the United States. — 

@. The domestic retail price?—A. The domestic retail price. 

Q. That cannot be right surely?—A. Why? 

Q. You say that the price is based on the domestic retail price in the United 
States plus what it takes to bring it up to Canada?—A. I say that the price 
established for the farmer in Canada is based on the retail price in the United 
States and what it costs to get that tractor up into Canada from the factory. 

Q. Well, a little while ago you told us that the retail price was not uniform, 
and was set by individual dealers in the United States?—-A. I say, at the factory. 

De -Oh oT get you now, the price that your company would set at the factory 
is the retail price if the farmer came in there to Chicago?—A. Yes, that basic 
price is used to determine the price in the rest of Canada; in other words, if 
we had taken the price the Canadian company was charged for that tractor 

and added the excise tax and transportation costs to get it up to the point where 
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it was sold, and figured commission to the dealer and all related charges, it 


would have been very much higher than it is or has been. 

Q. Yes. Supposing a Canadian company went down to Chicago—this is a 
hypothetical question—and wanted to act as distributors or dealers in a part 
of Canada, would they be able to buy these tractors, or if they were able to 
buy these ‘tractors from the parent company at a wholesale price that was 
determined by the competitive selling basis in the United States, how would they 
fare when they came to bring these tractors into Canada at a higher value; 


would not the higher value be reflected in the cost to them landed in Canada?— 


A. Yes, it does not make any difference who brings tractors into Canada they 


will be brought in at the price of value for duty purposes established by the . 


government. 

Q@. And that applies to tractors made in the United States and brought into. 
Canada I would presume?—A. Yes. 

Q. Perhaps I would do better to put it this way: It does not Bee any 
difference to the shareholders of the parent company in the United States into 
whose pocket the higher price goes, unless they might pay a higher tax in the 


United States than they would pay ‘in Canada, but it does not make any differ- 
ence to the shareholders as such. But isn’t it possible that it would tend to 
increase competition and lessen selling prices in Canada if a company that wished — 
to distribute tractors in Canada had been able to import them from the United 


States at a price at which they could buy them there and bring them into 
Canada?—A. I do not believe that any company could buy tractors in the 
United States and bring them into Canada at an advantage over any other 
company. | 


to lessen competition and harden prices in this country by preventing that kind 
of thing being done?—A. If anybody could bring tractors into Canada and 
sell them at an advantage in price, I mean could get them into Canada at a 
lower cost than anybody going over to the States now and getting tractors, yes; 


Q. No? Well then it lessens the competition—it might have a tendency | 


I would say that the man who brought his tractors into Canada at a lower price — 


than anybody else would certainly have an advantage; but I do not know of . 


anyone who has any advantage over anyone else in bringing tractors into Canada, 
Q. No, there is no advantage. If a Canadian farmer or anybody was 


able to go over to the United States to-day and buy a carload of tractors and - 


bring them in at a real value, at what they paid for them, instead of this at 
one time $950 and at the present time $800, he would be able to bring them in 
cheaper and to sell them at a lower price? I admit that you would be able 


to compete with them if that were so. I do not know that it. got your question, — 


Mr. McLean. If I could answer it in a general way I would say that if any- 
body could go into the United States and buy tractors and bring them into 
Canada at a lower value for duty purposes and therefore a lower excise tax 
and a lower first cost than somebody else, then that man who has the benefit 
of the lower price would certain have an advantage; but everybody bringing 
tractors into Canada from the United States is subject to the same regulations. 

Q. Then if it is a fact that no one is able to bring them into Canada at a 


valuation, or at a price at which he might buy them there, that would have _ 


the effect of causing a hardening of prices, or an increase in prices in this 
country?—A. Well, I said a while ago that the price in Canada is set by 


starting with the retail price in the United States, and adding the actual cost. 


of bringing the tractor up into Canada, which includes the, excise tax. 

@. Had there been no value for duty in-Canada at a higher level than 
the real value, would the farmer in Canada have been able to buy his tractor 
for any less money during those years?—A. I don’t think so. © 


(). You don’t think he would have?—A. This as only been ‘caused ty 


the transportation cost and the excise taxes. 
[Mr. C. R. Morrison.] 
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Q. So that these high valuations do not effect the retail value of them 


and do not even act as a psychological factor in holding up prices?—A. I don’t 


think so. . 
- Q. That is all I wanted to ask. 


By Mr. Needham: 


Q. Mr. Morrison, you stated yesterday that the total number of bad debts 
written off was 5 per cent?—A. I stated that the bad debts written off for a 
certain period of time represented five per cent of the volume of business in 
that time, which included that business on which this 5 per cent was com- 
puted, included cash business and all business of the company; but I also stated 
yesterday and again affirmed it to-day, that the losses as against the goods 
actually sold on time, or against notes, amounted to 13 per cent. | 

 Q. Would that apply to the whole of your business throughout the world 
or Canada?—A. That is exclusively the Canadian situation. 

Q. Have you any time or age limit on which you pay accounts of that 
nature that you write off?—A. The reason I am having a conversation on 
the aside is that Mr. Jarchow is our comptroller and is the man under whose 
supervision our balance sheets are prepared, and I wanted to be sure my answer 
would be correct. The figures that I gave you have no reference to any arbitrary 
charging up of an account. It represents the total amount of business we ‘sold 
on terms in that period of time against which we have actually sustained losses 
or estimate that we will sustain losses. 

Q. You have no set time?—A. Not in the ficures we have given you. In 
our balance sheet that the Harvester company gets out for its world opera- 
tions we set receivables out after a certain length of time, but that is not true 
in regard to the figures I gave you for Canada. 

Q. Have you any idea of the percentage of the bad debts that you have 
written off that are afterwards collected?—A. In those figures, 5 per cent or 
13 per cent? 

Q. Yes. Suppose you wrote off a million dollars—A. And afterwards 


collected part of it? 


te Ti le ess 


Q. And afterwards collected part of it-—-A. Those figures have the benefits 
of any collections that may have been made after a note had been charged off. 

Q.: At one period you might quote 13 per cent, and then it would be reduced | 
afterward, or would that apply in the current year?—A. The possibilities 
of collecting a debt after it is written off are rather remote. There may be 
isolated cases where we are able to make a collection on an item after it has 
been charged to loss and discount. It is so remote and so infrequent that 
it would not affect the figures. j 

Q. We had a witness yesterday or the day before who was asked that 
question and he gave an example. I shall read you what he said:— 


I can give you an example of that. I do not remember the figures 
to a high degree of accuracy, but I do remember the manager of one 
of the major implement company’s branch in the western part of the 
province telling me in one district in western Saskatchewan in the year 
1922 this company had outstanding notes to the extent of $250,000; 
and that beginning with 1922 and ending with 1929 they sold annually 
in the district some $40,000 worth of implements. They collected cash 
for their current sales and collected all or practically all of the accounts 
which were outstanding in 1922. 


That was in my mind—A. He did not say these accounts that were outstanding 
in 1922 had been charged off for a loss or discount. 

tie + ake No; that is what I am trying to get at if I can. There is a possibility 
if a good year comes along maybe the thousands of dollars that had been 
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written off in western Canada over those six years of bad crops will be collected. a 


If we have six years of good crops you might collect almost 100 per cent of the 
bad debts you have written off—A. That would be a very happy circumstance. 

Q. Yes, I know.—A. But if that did happen; if we had been able to collect 
money on indebtedness that had been previously written off on our books through 
loss and discount, that loss and discount account would receive credit for the 
money collected on those accounts, or the debts previously charged off. In 


other words, at any period that we might take up the percentage, showing the | 


percentage of loss, it represents the actual percentage of loss. 

@. Did you bring that percentage of 13 per cent down in the year in which 
it was collected?—A. Yes. Monte : 

(J. How far does your company in western Canada hold the agent liable for 
the payment of the note that you have accepted from the farmer?—A. Well, the 
fact that we have charged as much as we have for the loss and discount is indi- 
cative that they have not been penalized to any very great extent. | 

@. But you do hold the agent?—A. Our contracts with the dealer carry 
a provision that we have 60 days’ time after the time of annual settlement to 
determine whether or not the credit rating of the customer was good. Within 
that 60-day period after the annual settlement with the dealer if we find that 
we have received from that dealer some notes that are no good, we charge them 
back to him and ask him to go out and secure them or convert them into cash 


or something of that kind. But after that 60-day period is passed, if we then 


later discover they were not good, the dealer is not responsible. 
Q. After the 60 days?—A. After the 60 days. 
Q. How long has that been in force?—A. Some little time. 


By Mr. McLean: 


Q. Sixty days after the settling date?—A. Yes. | 

Q. Which might be quite a while after the sale?—A. It might be quite a 
while after the date the note originally reached our hands, because the notes 
might have come into our hands in March or April, and we might not have 
made a settlement with the dealer until the fall of the year.. But after that 
annual settlement with the dealer we have 60 days in which to ascertain whether 
or not the credit as represented to us was good. | 


By Mr. Needham: 


Q. Before that 60 days expired you can turn those notes back to the agent? 
—A. Yes. 

. I suppose you would not have any percentage of the amounts you turn 
back to the agent?—A. There are not any very large amounts turned back in that 
way, for this reason: We really insist on the agent giving us the opportunity to 
grade that paper before he delivers the machine, particularly if it is an expensive 
machine. When you get into the grain harvesting season, they will deliver a 
binder, for example, on which we would not have the opportunity to look up 
the credit of the final purchaser before delivery. Generally our branch house 


organizations, have the opportunity, especially in expensive machines, to investi- - 


gate the credit responsible before the machine is delivered. And for that reason 
the amount of notes actually charged back to the dealer is very small. 


Q. They would amount to— —A. Most of the refusals occur before the — 
machine is delivered; therefore the notes do not have to be charged back. The 


deal is not consummated. | . 
Q. That is your method of restricting credit, passing on the notes before 


the machine is delivered?—A. That is our method of trying to protect ourselves — 


in the credit situation. | 
[Mr.-C. R. Morrison.] 
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By Mr. Senn: | 
Q. I should like to ask Mr. Morrison one more question. Perhaps he would 
not be able to answer it; perhaps he will not care to answer it. I think you said 
to Mr. Cleaver, Mr. Morrison, that approximately 11 per cent of receivables 
went into collection costs, over a period of years. Is that correct?—A. That 
was about right in the last four or five years. | 
Q. That was the average, was it not? You could not say, I suppose, how 


much of that 11 per cent went into the collection of overdue accounts?—A. 


Overdue accounts? 

@. Yes—A. Well, very largely past due accounts, Mr. Senn. Our col- 
lection expenses are largely, particularly the expenses of our travelling collectors, 
incurred after a note matures. If it is not paid on maturity then we have the 
collector interview the debtor. , 

@. Would you care to give the committee any idea of the percentage of 
overdue accounts you have collected during the past four or five years? Perhaps 
you would not want to give that information—A. I can answer your question 


_ approximately. Our percentage of cash collected on notes matured in the last 


five years—that represents all notes that have matured—has been somewhat 
less than 15 per cent. 

Q. The collection costs have averaged 11 per cent?—A. The collection costs 
have averaged 11 per cent of cash collected. 

Q. About—A. A different figure entirely. 

Q. I know it is a different figure entirely but you have no idea or could 


~ not give the committee the information as to what percentage of overdue accounts 


you have collected from year to year, not accounts that are coming due, but 
overdue: accounts?—A. That would be a rather difficult question to answer 
here, Mr. Senn, and it would require a good deal of analysis to work it out. 

Q. Perhaps it is not worth while—A. I might say this which perhaps may 
partially give the information you want. We do not spend a lot of money 
trying to collect notes in a territory where conditions are very bad, and we 
know the debtor cannot pay. We do not waste any money in that particular 
section of the country. Therefore we are not chasing good dollars after those 
that are temorarily bad. | 

~Q. Unless times improve you will perhaps write that all off?—A. No, we 
keep them down on our books—yes, unless times improve a lot of that will 
be written off. We will keep the notes on our books for a reasonable length of 
time. . 
Q. What do you mean by “a reasonable length of time’’?—A. Well I would 
say offhand that of the total notes outstanding at the present time that are 
past due, approximately 75 to 80 per cent of them must be six years old or over. 
By that I mean they have matured six years ago. That is an estimate, but 
I think it reflects virtually the facts. 


The CHAIRMAN: Now gentlemen, I wonder if we can get along. Mr. Graham 
has another important section of the report with which he would like to deal. 


, By Mr. Golding: © | Me Ayr 


Q. Just a moment. In your evidence this morning, Mr. Morrison, you 
stated that there was a downward trend in prices from 1930 to 1933, and then 
there was an increase in prices. You also stated that prices should have 
been increased long before they were?—A. Yes. 

.» Q. You agree with that?—A. Yes. 

Q. Now, did your company happen to be one of the companies that gave 
the assurance that if tariffs were increased in 1930 your company would not 
increase prices during the time those tariffs were in existence?—A. That ques- 
tion was asked just a few moments ago, and I said at that time that if I 
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attempted to answer my answer would not represent actual information on my 
art. a a 

: Q. You could not say whether, on behalf of the Canadian company, that 
promise was given or not? You would not say for sure?—-A. Would you repeat 
the question. sett : 

Q. I asked this question: was your company ‘one of the companies that 
gave the assurance in 1930 that if tariffs were increased on your particular line 
of business you would undertake to guarantee there would be no increase in 
prices of your implements during the period the tariffs were in existence?—A. 
If I should answer that question it would be largely hearsay and would not 
reflect my own definite knowledge of the case. ; 

Q. You would not say that your company did?—A. I would not say yes 
with no very definite knowledge on my part. ‘i 

Mr. Graunam: You are quite privileged to ask any of your officers. You 
are speaking for the company, and Mr. Golding is asking if there is any person, 
who could answer that? 

Witness: I do not think so. 


By Mr. Golding: 
Q. You could give us that information?—A. I can find out, yes. ve 
Q. I think the committee would be clad to have that information. Per-. 
sonally, I would anyway. Ay 
Mr. McLean: I wonder if I might ask Mr. Morrison who would be likely © 
to know that fact; who would be likely to speak for the Canadian company? — 


Witness: I would have to go back to Chicago and see if I could dig up 
anybody that might have any knowledge of the situation existing back at that 
time. 

Mr. McLean: You do not know of anyone in Canada who would be able 
to speak for the company? | 

~ -‘Wirness: Do you know anything about it, Mr. Morton? ee 
Mr. Morton: I was just endeavouring to recall. Ido not recall the exact 


circumstances. We could look up and see if we could find anything about it, 


Wrrness: We will try to answer that question either from information 
obtained at Hamilton or Chicago. ee 


Mr. Gotpinc: That is all right. 


The Cuarrman: Now, if the committee is ready, I think we should let 
Mr. Graham proceed with another phase of his examination. I will ask Mr. 
Graham to proceed. 7 | | 


By Mr. Graham: 


Q. Just with regard to clearing up one or two questions which were put 
by members of the committee, I would like to get this clear: in that hypothetical 
example of the tractor for which the U.S. sales organization paid $750 and © 
the Canadian $950, the mark-up there would be $200?—A. That is correct. 

Q. That would be, I notice, a mark-up over the U.S. price of between 
26 and 27 per cent?—A. Approximately 26 per cent. 3 ds 

Q. And in the case of the implement sold to the U.S. selling organization 
at $75 and to the Canadian at $86.63, a difference of $11.63, that would be a 
mark-up of approximately 154 per cent?—A. 153 per cent. ae 

Q. Would the tractor example indicate the mark-up during the period that 
the old ruling was in effect?—A. It would from early in 1917. ! at 

Q. And in the farm implements, would the mark-up of 154 per cent be 
a reasonable indication of the mark-up of farm implements?—A. During that — 
same period. ) 
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Q. So that your original estimate of 10 to 12 per cent would be somewhat 
modified by these computations?—-A. That answer of mine was an approximation. 
Q. Yes, I understood it; but this would be probably— —A. This would 
more clearly reflect certain machines taken as typical examples. Of course, 
the relative proportions of tractors in any given year and implements in any — 
given year would have its influence on the average of that year. : | 
Q. But that would be a fairly good indication?—A. Fairly good. 
-  Q. Now, then, to get it clear about after the May 1st change in the regula- 
tions, I notice the cost of the tractor, the mark-up in dollars, is $50—from $750 


to $800; that would be approximately about 64 per cent of the mark-up, would 


it not?—A. Yes. . 
Q. And in the case of the implement it would be $5 of a mark-up on $75, 


- which would be approximately 64 per cent too—which would be the same, as 


a matter of fact?—A. That is right. 
Q. Now, then, I want to ask you this basic question, because a great 
many of the questions are directed at this particular phase of the examination: 


_ from your experience as an executive officer of the two companies what would 


you say, over an average period of, say, ten years, was a reasonable return 
to an implement manufacturer on the investment?—-A. On the investment? 

Q. Yes. Would you care to proffer an opinion on that?—A. I will be willing 
to reply to that question. 


Q. If you would.—A. In all the years I have been in the implement business, 
and that represents a large number of years, I have never seen the time when 
in ee prices one could take factory costs as the basic price to start 
with— 

Q. I am speaking now of the profit——A. I am leading to that point—and 
added to that the various elements that enter into the business itself such as 
bad debt losses, selling expense, collection expense, and so forth, and set 
a price on that basis; because the most important element that a person is faced 
with always in naming his price is competition—the price of competition—that 
is the dominating factor in what you can do. If it were my privilege to be 
able to name prices at any figure I wanted to name in the implement business, 
I would be entirely satisfied if, over a period of time, I could get 8 per cent on 
the investment, over an average time. And let me point out that there is no 
manufacturing business which has met with more hazardous conditions than 
the implement business. The only customer that the implement manufacturer 
has in the end is the farmer, and the volume of business is contingent on crops 


‘and on the varying influences that affect crops, and world conditions that affect 


crop prices and so forth; and the implement business itself is different from 
most businesses in that the turn-over of your capital is very slow. The imple- 
ments used in the harvesting of crops, for example, are used only for a short 
part of the year. You have to make your estimate and manufacture your 
machines. If you have a crop and are able to sell, you are fortunate; but if 
in the last minute, after you have manufactured the machines for that crop, 
the rust comes along as it did last year, or some other catastrophe, it is unfortu- 
nate for the manufacturer. Therefore, I would say that if the implement manu- 
facturer could be insured over a period of time of 8 per cent on his investment, 
I think it would be a very satisfactory return, and one that has not been made 
by the implement manufacturers. 


_Q. In connection with a period of ten years which would be a fair normal 
period in which to judge the results of the Canadian company, I recall your 
evidence before the Price Spreads Committee in which you said that in the 
thirty-six years of your experience that the years succeeding 1930 to 1935 are 
years that hardly enter into any other period of your own thirty-six years’ 
experience. I notice that you describe them as devastating or completely beyond 
your experience?—A. Both as to duration and intensity. 
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Q. I suggest to you, therefore, the years 1921 to 1930—because you 
remember there were some bad years in there too in the west—would that not 
be a more reasonable ten year period to judge or draw inference from than, say, 
1926 to 1935?—A. Some of those years in the period you are mentioning were 
unusually good years—the best years we ever had in the business. 


Q. Yes; but let me give you—perhaps these are not your figures, but the | 


consumption and selling value would be supplied by the industry to the Bureau 
of Statistics—let me give you these figures: 1920, $61,000,000; 1921, $40,000,000; 
1922, $20,000,000; 1923, $29,000,000; 1924, $21, 000 000; 1925, $23, 000,000: 1926, 
$38, 000 ,000 ; 1927, $52, 000,000; 1928, $66, 000 000; 1929, "$52,000,000; 1930, 
$38,000 ‘000. Would you agree with me that that is a fair, reasonable period in 
which to set up a normal figure, rather than this devastating period that we are 
still in?—A. With regard to this normal period you are describing, just what are 
the years? 

(. 1921 to 1930 inclusive. 1920, Mr. Morrison, you will note just prior to 
1921, was a year much larger than 1921. You got into decreased production and 
sales in 1921. Apparently that was the end of a period of prosperity. I will 
not hurry you on that, if you would like to consider it—A. If you would give 
me a little time to consider it, I should be glad. 

Q. Quite. I will go on and just make a note of that—A. Yes. 


Q. I simply wanted to establish this: you agree that if an agricultural 


implement manufacturing company, over a normal period of ten years, netted 
8 per cent, as you suggested, they would have a reasonable return?—A. I did 
not qualify it by saying “ over a normal period of ten years.” I said if it would 


average 8 per cent during its life. To set aside any particular period of time 


and say now you have realized your ambition—perhaps you have for a year 
or two or something like that, and then you run into some slumps that will 
materially change the situation. 


Q@. Our difficulty is that we have not asked you for any figures except for 


this period and slightly back of that. We cannot, without asking you the 
figures, judge you since 1903. However, you can later give me an answer as to 
what you think of that period. Now, Mr. Morrison, you will know this, despite 
the answer you gave to one of the members of the committee this morning, that 
there is an impression on the part of a considerable number of people that there 


may be, as to the matter of price fixing as between the companies in the industry, 
an agreement or understanding. You know that, do you not?—A. I know that 


there is such an impression. 


Q. Yes, that there are certain individuals who, rightly or wrongly, think that? - 


—A. Well, possibly there are. I do not know. 
(). You will understand, too, that naturally the committee thinks it proper 
to examine into the facts and the reasons perhaps for that. I am referring again 


to this Federal Trade Commission report of 1920. It might be only. fair to 


point out that since referring to it Mr. Siefkin, general attorney for the company, 
has referred me to a decision of the Supreme Court of the United States on a case 
arising out of this report. He informs me that the Supreme Court indicated con- 
siderable disapproval of the findings of this particular trade commission. I have 
a digest of that case here, but Mr. Siefkin tells me that he is not capable, or at 
least that he does not presume to pass judgment on the digest being complete, 
and has offered to get for me the record of the whole case which can be filed with 
the committee, supplemental to this exhibit that is being putin. Until I get 
that, of course I cannot pass judgment. But I would point out, in fairness, that 
one of the reasons given by the court for not agreeing with the findings of the 


committee in one particular was that the evidence taken by the committee was . 
ex parte; that is, that the companies had not been present in order to answer 


some of the charges levelled at them. I want to be fair to the companies in 
that regard. I am not attempting to submit to the committee or to you that the 
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charges as made are correct; it is only that I wish to base my questions to Mr. . 


Morrison on some of the answers made in this report, showing that there is some 
suggestion on the part of regularly constituted commissions to the effect that there 
is in the United States an agreement, or was at that time rather, in 1920, an agree- 
ment between the companies with regard to maintaining price levels. You no 
doubt, Mr. Morrison, are well acquainted with the findings of that committee in 
that regard?—A. Yes, I am familiar with it. 

. Q. I notice, in justice to the Harvester Company, that while they support 
that particular finding with a goodly number of excerpts from letters passing 
between the implement companies, that there is very little mention made of your 
particular company as having passed letters that would be suggestive of the 
finding as found. However, on page 31 the commission makes a finding as a 
fact that the implement companies of the United States agreed, either at meetings 
or by letters exchanged between the companies, to fix, maintain and on occasion 
to increase the prices of farm implements. I need not read it to you, but it is 
extremely definite in its-findings that there did exist at that time an agreement 
between the companies to maintain the prices of farm implements at an undue 
level. Having that as a basis, I should like to have you indicate your opinion 
of that finding of the commission in that regard, and to say whether there has 
been any change in the relationship of the companies in the United States with 
regard to the fixing of prices of farm implements either to the dealer or to the 
consumer?—A. Well, I think, if I am not mistaken, that the charges made in that 


report were not verified. That is, I mean by that, they were not confirmed. 


Q. By the court, you mean?—A. By the court. 
Q. I am not certain. Maybe Mr. Siefkin can inform us. I do not think 
the Supreme Court dealt with that particular finding?—A. I do not know. 


Mr. Sterxin: Would you like a statement from me on that? 
Mr. GraHAm: Certainly, Mr. Siefkin. 
Mr. Srerxin: I can say that the Federal Trade Commission is a quasi- 


~ judicial or administrative body, whose findings have no weight except as the 


recommendations of that body may be referred to the proper judicial body and 
passed through the courts. The ordinary action of the Federal Trade Com- 


- mission consists of an order. That order not having been complied with, the 


Federal Trade Commission issues a cease and desist order. That not having been 
complied with, the Federal Trade Commission has to take it into court to get 
enforcement of that order. This proceeding is not exactly in that category. The 
commission has such powers of investigation as they may be delegated by con- 
gress. In this case they were making recommendations that were transmitted 
to the Department of Justice. The Department of Justice, following that. report 
of 1920, brought a proceeding in the United States District Court in Minnesota, 
a statutory three-judge court, two members of which held that the findings of the 
commission—lI think I am correct in this—were not substantiated. That case 
was appealed to the Supreme Court of the United States, and in 274 United 
States, the Supreme Court decided that the charges of the Federal Trade Com- 
mission were not substantiated. How much of that report was carried out in the 
court action, I am not prepared to say here. I would be glad to file a copy of the 
Supreme Court’s opinion and, in order to more clearly understand it, a copy of the 
opinion of the lower court, if I can get printed copies of it outside of the bound 
volumes. But in any event, the final opinion of the Supreme Court of the 
United States in 1927 completely disposes of the Federal Trade Commission 
report of 1920, whether it was through the fact that the Department of Justice 
did not take up, as feeling they had substantial reasons back of it, certain parts 


of the report; or whether, having taken them up, the Supreme Court disposed of 


what was taken up. Aan 
Mr. Grauam: That is fine, Mr. Siefkin. I notice just in the head note pre- 
pared for me that the point in issue before the Supreme Court was the suggestion 
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that the Heder} Trade Commission made that there was 2 ieee ae that 
your company should be dissolved. 
Mr, Siprxin: Yes. 


Mr. Granam: That it should be broken up into parts. However, if you 
will kindly file that Supreme Court report, it will complete the records of the 


committee; and they can, in due course, study both the report and the decision.. 


By Mr. Graham: 


Q. Now, Mr. Morrison, would you say that that report is not correct, so far 
as your knowledge is concerned?—A. If the report were correct, Mr. Graham, 
and the Harvester Company were a party to the things allegated there, I would 
not have known it at that time because I was not in a part of the business that 
would have been involved in it. But if you should ask my opinion on the 
subject, I should say that the Harvester Company was not guilty as charged. 

Q. Now that you are a very high executive officer in the company, what 
would you say as to the condition that now exists in the United States?—A. I 
should say that there is no agreement. 

@. No agreement?—-A. Between the manufacturers as to increasing prices. 

@. To what extent is information exchanged between the companies as to 
prices?—A. When we get out our prices, as a matter of business Ree we send 
copies to others in the same line of business. 

Q. Is that policy followed out in Canada?—A. That policy is followed 
out in Canada. 

@. You will understand, Mr. Morrison, that to the ordinary lay person it 
is rather more than a coincidence. Take the 1936 price increase. Seemingly 
action was taken simultaneously by your own company, Massey-Harris, John 
Deere, Oliver and J. I. Case. You know that, I suppose?—-A. All of them raised 
prices about the same time. | 

(). Was that just a coincidence, or how did it come about that all the com- 
panies did that?—A. I cannot answer for all the other companies. I can give 
you very definitely the story as far as it affects the Harvester Company. 

Q. I should be glad if you would do that.—A. I believe, if you will remem- 
ber, that in my testimony before the- Price Spreads Commission I said that I 
did not see how increases in prices could be avoided; but we did not put increases 
in prices in effect in 1935. 

Q. No?—A. However, as we went along during the year 1935, it became 
more and more apparent that such a move was necessary. So I instructed the 
sales department to prepare a list of the machines, and we got some cost 
figures—based on a normal cost, Mr. Graham, I would like to state, and not on 
actual costs existing to-day—and went over those figures very carefully. I asked 
our sales manager, Mr. Ewald, to make a recommendation as to what he felt 
the increase in price should be on the various machines. Later I went over 


those with him and I changed a good many of them. That necessarily is a long . 


job; I mean, there are so many machines involved in it and you are not able 
to continuously apply yourself to it. There are many attachments involved and 
so forth, so it is a big job to go over the entire line. We, however, had just 
about finished the work and were just about ready to oot our prices out— 
that is, I mean, to get the figures ready to be printed or to be stencilled—when 
Mr. Ewald came to me and said that one of our competitors had his prices out. 
I said, “ How do you know?” He said, “I have a copy of them that has been 
sent to the territory.” I said, ‘‘ How do those changes in price compare with 
the changes we are contemplating making?” He said, “'They are very nearly 
alike.” He said, “ There is not any very great variation in them.” 

(. In the percentage of increase in the implements that were riccaaeeate 


A. Yes. And | asked him if there were any instances where there were glaring — 
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discrepancies between prices, and I think he: said to me there were one or two 
or three, or something of that kind. I can’t remember what the implements 
were, but it made a special impression on me at the time; but. 1 think we did 
change one or two of our implement prices because of what the other parties 


‘had done at that time before getting out our price lists. If we had not done it 


then we would have had to do it later anyway. 

Q. In the matter of competition?—A. Yes. | 

Q. Could you tell the Committee what company happened to be the first 
one to announce the new prices?—A. I am not sure that I know which company 
announced their prices first, but the company I referred to was the Massey- 
Harris Company. Now, whether any other companies issued prices prior to 
Massey-Harris I am not prepared to say. 

QQ. You say, Mr. Morrison, that prior to the receipt of that information 
contained in their price list secured by Mr. Ewald there had been no correspond- 
ence passed between you and the Massey-Harris Company?—A. None whatever. 

Q. None that you know of?—A. None whatever. ce | 
Q. You will agree with me that it is rather a coincidence that all of the 


companies were seized with the same opinion at the same time?—A. I don’t 


think they were seized with the same opinion at the same time. I think that 
opinion had existed in most cases for several years—the necessity for increases 
in prices. 

Q. Would not that make the coincidence a little more great; because it had 


~ existed in the minds of each for so long; and they appear to have coincided 


remarkably?—A. Of course, any general increase in price that is going into 
effect is likely to take place at the beginning of some year. 

— Q. Of some year? Particularly for spring tillage implements? That applies 
to the whole line, because you have information regarding your operations of the 


previous year, and you get out your prices for the entire line at one time. 


Q. You say, Mr. Morrison, it is the practice of all companies to exchange 
prices when any change is made?—A. I do not know if it is the practice of all 
companies. We send ours out, and we receive some. | | 

Q. As a matter of courtesy?—A. As a matter of courtesy, and after price 
changes have taken effect. | 

Q. I see. With regard to the decrease that you told us about, there was no 
consultation between the companies with regard to the decrease?—A. Absolutely 
not. 

Q. Now, I want you to turn to the section headed “Materials,” on page 4 
of my replies. 

The CuarrmMan: Are you starting a new section now? 

Mr. Grauam: Yes. It is a kind of long section. 

The CuarrMANn: Probably it would be better to rise now. 

Mr. McLean: We could sit again to-night. — 

The Cyamman: What is the wish of the Committee in that regard? I 
might say this, that we are very much obliged to these gentlemen, particularly 
those who came here from Chicago to give evidence, and I think we should 
keep ever in mind the fact that they would like to get back there next week. 


Tam sure that this Committee would like to get all the information possible from 


them, and if we could meet to-night we might be able to dispose of some addi- 


tional part of the inquiry. What is the pleasure of the Committee? 


Mr. McLean: We could meet at 8.30 o’clock to-night. 
The CuHatrMAn: The Committee stands adjourned until 8.380 o’clock 
to-night. 


The Committee adjourned at 5.50 o’clock p.m., to meet again at 8.30 
o’clock this day. | 
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EVENING SITTING 
The committee resumed at 8.30 o’clock. 


The CuHarmmMan: Gentlemen, if you will kindly come to order we shall 
continue our meeting. Mr. Graham, I believe you were starting one ‘point of 
your examination, and I assume you wish to continue it. : 


Mr. C. R. Morrison, Mr. F. M. Morton, Mr. C. E. JarcHow, recalled. 


By Mr. Graham: 


Q. Would you turn please to the section of your replies headed “Raw 
materials,” Mr. Morrison?—A. Section 2? 

Q. Section 2. In reply to the question, “What are the chief raw materials 
required by the implement industry?”, you list pig iron, steel, and under that 
sub-heading appears steel bars, rods, and structural shapes, plates, soft-centre 
shapes, shears and mould board, harrow and plough discs, annealed and gal- 
vanized sheets, cold drawn (purchased as hot rolled and drawn in our own 
factory) black pipe, scrap iron, grey iron castings (manufactured in company’s 
owned factories), malleable castings (manufacture in company’s owned 
factories) lumber production, stock and crating, cotton duck, webbing and 
drilling, paint materials, dried colours, varnishes oils and thinners, chain, steel 
and malleable, coil springs, ball and roller bearings, coal, steam and melting, 
coke, foundry, fuel oil and gas. You state that these have been the principal 
commodities which have been utilized in the manufacturing operations in the 
years 1913 to 1930 inclusive? Is that correct?—A. It is correct. 

Q. Would you say in 1935 that these still remain the chief principal 
commodities of raw materials?—A. Yes. 

Q. Is it possible for you, Mr. Morrison, to give me the percentage of 
importance in volume that each of those raw materials bears to the whole? 
—A. It would not be possible for me to do that. 

Q. You have not it with your anyway?—A. I beg your pardon? 

Q. You would not be able to do it with the material you have on hand 
along with the officers with you?—-A. No, I have no information with me to 
permit me to answer your question on a percentage basis. 

Q. I refer you to page 5 of the farm implement machinery in Canada, 
1935, published by the Department of Trade and Commerce, Dominion Bureau 
of Statistics, census of industry in the mining, metallurgical and chemical — 
branch. I am putting this in as an exhibit. It will be exhibit 13. I notice on 
page 5 that they lst in table 9 the material used in manufacturing in 1933 and 
1934, and they set up as a unit of measure the quantity of total cost at works, 
and the total cost quantity at works. I should like you to look that over. 
My understanding is, Mr. Morrison, those figures are compiled from informa- 
tion supplied by the farm implement industry in Canada to the Dominion 
Bureau of Statistics. Give me your opinion as to whether that would besa~ 
fair measure by which to judge the importance of the different items of raw 
materials which I have named?—A. I am asking my man in charge of the 
purchasing at Hamilton to come up to see if he can throw any light on this 
subject. His name is Mr. John W. Dillon. 

Q. I do not mean if they are correct, I mean if they are a fair average, if 
they are indicative of the importance of the items.—A. Mr. Dillon says he 
believes that these figures fairly represent the relative proponiay a of the 
materials used. ; 

Q. The total in the year 1934, Mr. Morrison, was $3,632 8212_A. That 
is for the entire industry? 
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Q. That is for the total of the— —A. Yes, that represents the entire 
industry? 

Q. Yes, the entire industry reported. I will not say it represents every 
company in Canada. Now, I have steel and if I have included the proper 
items there, $1,173,212 of that total of $33,600,000—am I correct in including 
in steel the items I have?—A. There are some items in there, Mr. Graham, that 
are not properly steel. 

Q. Will you kindly give me the steel items?—-A. Do you want the steel 
items or the list of items that we do not consider all steel? 

Q. You had better give me the items that you do consider all steel and 
amounts. 

Mr. DILuon: 
or the total? ) 

Mr. Grauam: The dollar figure. | 

Mr. Dinton: $65,150. Bars, rods and shaftitng $788,569; plates, $41,113; 


Ingot blooms, billets—do you want the consumption figure 


- sheets, $61,670; galvanized sheets $78,422; structural sheets—that is angles 


+ 


and channels, etc.—$43,088; wire, $23,215; alloy steel $11,909; other iron and 
steel, $6,497. It says other iron and steel. I presume a portion of that item is 
iron. 

Mr. GRAHAM: 


Mr. Dition: 


It is not a very large amount? 
It is not an important amount. 


Mr. Granam: If my mathematics are correct that will be $1,119,533 
properly applicable to steel purchases. You can check that at your leisure. 
Now, then, pig iron is listed there as what? 


Mr. Ditton: $134,267. 

Mr. GraHamM: Castings? 

Mr. Ditton: $65,150. | 

Mr. GrauaAm: Is not there another item on castings? What are those two 
yoemien 7) 

Mr. Ditton: Iron castings, all kinds, $220,432. Castings purchased 
$65,150. | 

Mr. GrauaM: That will be a total of $285,582 for castings. Cotton duck, 


etc., $109,000? 


Mr. Ditton: That is right. 

Mr. Granam: Lumber $363,000? 

Mr. Ditton: Right. 

Mr. GraHam: Paints, oils, etc., $92,885; is that correct? 

Mr. Dituon: Yes. 

Mr. GraHamM: Manufactured parts, $473,802. Probably you had better 


read that item out. 
Mr. Ditton: “ Articles used for further manufacturing parts for machines 
or vehicles, $473,802.” 
_ Mr. Granam: Now, those are the principal items, the larger items embodied 
in that report, are they not? 
Mr. Dimon: Yes. 


By Mr. Graham: 
Q. Now, Mr. Morrison, on page 40 of the replies under section 4 under the 


heading of manufactures, on that particular page, you state as follows: “ Direct 
or productive materials unit costs are based on engineering department speci- 
fications which are provided for each kind, type and size of implement. The 
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number of implements manufactured extended at these unit costs results in 
total ‘prime’ material expenditure for the season. The difference between ‘prime’ 
and the total charge to productive material account becomes our material 
adjustment figure.” | ) : . 

Do I understand that the practice has been when a binder is produced 
that your engineering department furnishes not only specifications of the binder 
but the actual amount of component materials that will go into the manu- 
facture of that binder? 

Mr. Dituon: Yes, material lists are made up and the sizes are given. 

Mr. Grauwam: And that has been issued each year, has it? 7 

Mr. Ditton: I would not say so. Our material lists are made up, and 
any changes that would happen throughout the year are incorporated. It 
would not necessarily mean a new list—kept up to date, of course. 


Mr. Granam: You state then that “the number of implements manu- 
factured extended at these unit costs results in total prime material expendi- 
ture for the season. The difference between ‘‘ prime” and the total charge 
to productive material account becomes our material adjustment figure.” 

Wirness: I presume it is. We have not found the place yet. Yes, that 
is correct. : 


By Mr. Graham: 


Q. I presume the company would keep the succeeding engineers’ specifications 
pertaining to each implement over the years?—A. As long as the implement is 
being produced. 

. Would it be possible to produce to the committee on the list of typical 
implements that we have set over the period in question the engineer’s itemized 
statement of the materials that went into that implement, and the cost: estimated 


by that particular department over this item?—A. Mr. Jarchow had better — 


answer that question. | | 

Mr. JarcHow: Did I understand you to say that you would like that 
information over a period of years? } 

Mr. Granam: If it were available. 3 ‘ 

Mr. Jarcnow: I doubt very much if that could be done because much 
of it would have to be reproduced. | 

Mr. Granam: Would you not keep the engineers’ specifications? 

Mr. JarcHow: Yes, but we would not have applied against it the costs 
which were current in each year. 

ha GRAHAM: How do you in each year give us an estimate of those prime 
costs ? , 

Mr. JancHow: Because we keep the summary of our costs for each year 
without attempting to keep up all the minute detail. coe 

Mr. Granam: That summary would be prepared the same year as. the ~ 
engineer’s report, would it? ; 

Mr. JarcHow: Yes. 

Mr. GraHam: Could we have that? I want it for this reason, that it 
would be valuable not only in dealing with the material section of your reply, 
but would throw a great light on the suggestion that implements have greatly 
Improved over this period. It would give us the history of both the improve- 
ments and the increased material cost, if any, throughout these years. It struck. 
me— 

_ Mr. Morton: We might have the odd set of specifications on discontinued 
machines. They are very bulky. I suppose a set of specifications on one machine 

[Mr. C. R. Morrison.] + 
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might be very thick—thousands of items or hundreds of items. With some 
machines it would be higher, and each one is in details. 


Mr. Grauam: I presume they could be made available to Mr. Macdonald. 
Mr. Morton: Over what period did you have in mind? ; 


Mr. Granam: Until you spoke about the bulkiness, I had in mind the period 
from 1913 to 1936. 


Mr. Morton: It would be some trunk full. 

Mr. JarcHow: A room full. 

Mr. Morron: It would be very bulky. 

Mr. Grauam: I am referring only to the list of implements. 


Mr. Morton: The list involves some big machines. We would be glad 
to make them available for Mr. Macdonald’s scrutiny. 


Mr. Granam: It struck me that that would be a very valuable source of 
information as to the first cost and to the improvements that have taken place 
in these implements throughout the period. Mr. Macdonald, I presume, can 
consider that particular point. We will go back to materials proper, Mr. 
Morrison. 


By Mr. Graham: 


(. On the succeeding page, schedule A, attached to your material reply 
section, you set out over the period in question, or at least part of the period in 
question the percentage of purchases: (1) in Canada, (2) in the United States, 
(3) in the United Kingdom, and (4) other sources. This is schedule A of your 
material section?—A. Yes, sir. 

Q. And I notice that this first page deals with steel—bars, rods and shapes. 
In 1913 you purchased 50 per cent in Canada and 50 per cent in the United 
States. In 1922 that is switched to 40 per cent in Canada and 60 per cent in 
the United States. And then it goes along until 1926 when it is equally divided, 
50-50; then in 1928 it is 60 per cent in Canada and 40 per cent in the United 
States; in 1930 it goes up to 85 per cent in Canada and 15 per cent in the United 
States and continues thereat until 1936. That is correct?—A. That is correct. 

@. And plates, I notice in 1922 it is 15 per cent in Canada and 85 per cent 


in the United States, until 1931 when that exactly reverses itself and 85 per 


cent is now purchased in Canada and 15 per cent in the United States?—A. That 
is right. 

(). And continues until the present. Soft centre—shares and mouldboards, 
throughout the whole period I notice you bought 100 per cent in the United 
States?—A. That is correct. 

@. Harrow and plough discs, 100 per cent throughout the period from the 
United States?—A. That is right. 

Q. Annealed and galvanized sheets, in 1913 you were buying 100 per cent 
from the United States. Then for a period from 1922 to 1925 you were pur- 
chasing 30 per cent in Canada and 70 per cent in the United States; in 1925— 
you purchased 40 per cent in Canada and 60 per cent in the United States; in 
1926, 75 per cent in Canada and 25 per cent in the United States, and that con- 
tinued until 1930 when you began to purchase 95 per cent in Canada and 5 per 
cent in the United States, and that continued until the present?—A. That is true. 

(. Black pipe, it ranges from 100 per cent in the United States in 1913; 
and since 1926, 100 per cent in Canada?—A. That is right. 

Q. Scrap iron, 80 per cent in Canada and 20 per cent in the United States 
up until 1925, and thereafter 100 per cent in Canada?—A. That is true. 

Q. And lumber, in 1913, 60 per cent in Canada and 40 per cent in the 
United States; in 1922 it dropped to 25 per cent in Canada and 75 per cent in 
the United States and that continued until the present?--A. That is correct. 


2039743 | . eee 


442 STANDING COMMITTEE 


Q. Cotton duck, 98 per cent throughout from Canada and 2 per cent from — 
the United States?—-A. Yes. 

Q. Paints and other materials, colours, starts in 1913 with 50-50, and in 
1929 you commence to purchase 97 per cent of your requirements in Canada and 
3 per cent in the United States?—A. That is true. 

~ Q. And that continued until to-day. Chain—steel and malleable, through- 
out the whole period, 5 per cent in Canada and 95 per cent from the United 
States?—A. Yes. 

Q. Springs, coiled, 100 per cent from 1913 until 1984, 10 per cent from Can- 
ada and 90 per cent from the United States; in 1935, 40 per cent from Canada 
and 60 per cent from the United States; and in this year 1936, 10 per cent from 
Canada and 90 per cent from the United States. Is that correct?—A. That is 
true, 

Q. Ball and roller bearings, the whole period up until 1934, 100 per cent from 
the United States, and in the last two years 85 per cent in Canada and 15 per 
cent in the United States?-—A. No—other. 

Q. 15 per cent in the United Kingdom, is it—no. I was wrong. Until 1934, 
100 per cent from the United States; and in the last two years 85 per cent cent 
from the United States and 15 per cent from the United Kingdom or other?— 
A. No, other. — | 

Q. Other countries?—A. Yes. : , 

Q. Coal, 100 per cent throughout from the United States?—A. That is true. 

Q. And coke, foundry, with the exception of the years 1925, 1926 and 1927 
in which you purchased 85 per cent of your requirements in Canada and 16 in 
the United States, you purchased 100 per cent from the United States?—A. That 
is right. : m 
Q. Fuel oil, 100 per cent from Canada?—A. Yes. 

Q. Pig iron, in 1918, 60 per cent from Canada and 40 per cent from the 
United States?—A. Yes. 3 tn 

Q. With slight changes thereafter until in 1926 80 per cent from Canada | 
and 20 per cent from the United States; and thereafter 100 per cent from 
Canada?—A. Correct. 5 

Q. That is the total of your requirements. Now, you were asked to furnish 
the companies from which you purchased the larger percentage of your require- . 
ments over that period. I notice that you reply dealing with the period 1932 
to 1936 inclusive. That would be the five years requested in the questionnaire? — 
A That is correct, | 

Q. Eighty-five per cent of your steel, I notice, comes from the Steel Company 
of Canada, Limited, at Hamilton; the Burlington Steel Company, Limited, 
Hamilton; the Dominion Iron and Coal Company, Sydney, Nova Scotia, and 
the Algoma Steel Corporation, Sault Ste Marie, Ontario?—A. Yes. 

Q. Plates, 10 per cent from the United States Steel Products, Company, 
New York; 5 per cent from the Wisconsin Steel Company, Chicago; 85 per cent 
from the Dominion Foundries and Steels, Hamilton, Ontario; and the remainder 
from— | EE ORS Moe. 
Mr. Morton: No. The first three items apply to the first classification. 

Mr. GraHam: That is right, bars, rods and shapes; 10 per cent from the 
United States Steel Products Company, New York, and 5 per cent from the 
Wisconsin Steel Company, Chicago. oe ate 

Witness: Yes. That refers to bars, rods and shapes. diy nea 


By Mr. Graham: | 
Q. Yes. And in regard to plates, you got 85 per cent from the Dominion 
Foundries and Steels, Hamilton, Ontario; 125 per cent from the United States _ 
Steel Products Company, New York, and 24 per cent from the Wisconsin Steel 
Company, Chicago?—A. True. sk be ga 
[Mr. C. R. Morrison.] 
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Q. Soft centre, 100 per cent from the Crucible Steel Company of America, 
New York; is that correct?—-A. That is correct. 

Q. Harrow and plough discs, 98 per cent from the Ingersoll Steel and Disc 
Company, Chicago, Illinois, and 2 per cent from the Crucible Steel Company of 
America, New York?—A. That is right. 

Q. Annealed and galvanized sheets, 95 per cent from the Steel Company 
of Canada, Limited, Hamilton, Ontario, and 5 per cent from the United States 
Steel Products Company, New York?—A. Yes. | 

Q. Black pipe, 70 per cent from Page Hersey Tubes, Limited, Toronto, 20 
per cent from the Steel Company of Canada, Limited, Montreal, and 10 per cent 
from the Canadian Tube and Iron Company, Montreal?—A. Yes. . 7 

Q. Serap-iron, 85 per cent from the International Iron and Metal Company, 
Hamilton, 10 per cent from the Crown Iron and Metal Company, Hamilton, 
ae per cent from the Canadian Pacific Railroad Company, Montreal ?— 
A. Yes. 

Q. Lumber, 25 per cent from the Long Lumber Company of Hamilton 
and two other companies, Robert Bury and Company, Toronto, and ‘Pedwell 
Hardwood Lumber Company, Orillia, Ontario; 50 per cent from the Goodyear 
Yellow Pine Company, Picayune, Mississippi; 15 per cent from Upham and 
Walsh Company, Chicago; 5 per cent from the Golf Shaft and Block Company, 
Memphis, Tennessee; and 5 per cent from the Pearl River Lumber Company, 
Hammond, Louisiana?—A. Yes. 

Q. Cotton duck, 100 per cent from the J. Spencer Turner Company, 
Hamilton, Ontario and Yarmouth, Nova Scotia?—A. Yes. 

Q. Paint materials, 40 per cent from Scarfe and Company, Limited, Brant- 
ford, Ontario; 40 per cent from the Imperial Varnish and Colour Company, 
Toronto; and 20 per cent from the Dominion Linseed Oil Mills, Toronto, and 
three other Canadian companies. Is that correct?—A. That is correct. 

 Q. Chain, 24 per cent from the McKinnon Columbus Chain Company, St. 
Catharines, Ontario; 24 per cent from the Dominion Chain Company, Niagara 
Falls, Ontario; 93 per cent from the International Harvester Company, Chicago; 
and 2 per cent from the Locke Steel Chain Company, Bridgeport, Connecticut? 
SAY 1 C8. 

Q. Springs, ‘coiled, 90 per cent from the International Harvester Company, 
Chicago; and 10 per cent from Wallace Barnes Company, Hamilton, Ontario? 
eA Yes: 

Q. Bearings, 15 per cent from the Canadian SKF Company, Toronto; 5 
per cent from the New Departure Manufacturing Company, Bristol, Connecticut; 
60 per cent from the Timken Roller Bearing Company, Canton, Ohio; and 20 
per cent from the International Harvester Company, Chicago, Illinois?—A. Yes. 

Q. Coke, 100 per cent from the Semet Solvay Company, Buffalo, New York. 
Standard Fuels Company, Limited, Toronto, Ontario are agents for that com- 
pany in Ontario?—A. Yes. 

Q. Coal, 334 per cent from the Pittsburgh Coal Company, Pittsburgh; 
334 per cent from the New Jellico Coal Company, Cincinnati, Ohio and 333 
per cent from the Weaver Coal Company, Toronto, Ontario?—A. Yes. 

Q. By the way, would the Weaver Coal Company be agents for an Ameri- 
can company, Mr. Morrison, or do you know? | 


Mr. Ditton: They would act, I would say, as jobbers for some American 
coal companies. 


By Mr. Graham: 
Q. Fuel oil, 85 per cent from the Imperial Oil Company, Limited, Hamil- 
ton, Ontario and 15 per cent from the Burlington Refineries, Limited, Hamilton, 
Ontario. That is correct?—A. Yes. 
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Q. Pig iron, 90 per cent from the Steel Company of Canada, Limited, 
Hamilton, Ontario; and 10 per cent from the Canada Furnace Company, Port 
Colborne, Ontario; the above split between Canadian firms only ; cannot give 
an accurate split between United States and Canadian firms. That is correct?— 
A. That is true. , 

Q. The greatest tonnage of pig iron is purchased from Canadian sources 
and at the present time all pig iron is purchased in Canada; that is correct?—A. - 
Yes. 

Q. Are any of these companies, Mr. Morrison, subsidiaries or affiliates of 
the parent company in the United States. I notice the Wisconsin Steel Com- 
pany 1s.—A. The Wisconsin Steel Company is; and, of course, the International 
Harvester Company is mentioned down here in connection with chains. - 

- Q. Any of the others?—A. Outside of the Wisconsin Steel Company, none. 

Q. Now you notice a substantial shift in 1930 in the purchases from the 
United States and in Canada in certain items. What would be the explanation 
of that, Mr. Morrison?—A. You mean substantial shifts from purchasing in the 
United States to purchasing in Canada? | 

Q. Yes, in some items.—A. I think Mr. Dillon can answer that question 
much better than I; because, as I said this morning, the purchasing is left almost 
entirely with the Hamilton organization. 

Mr. Ditton: Well, one basic reason there is our policy of buying as much 
of our materials in Canada as it is possible to do. If you take prior to 1930, 
especially the steel bars, our principal supplier at that time was the Steel Com- 
pany of Canada. 

Mr. JoHNston: Louder. 

Mr. GraHAM: Speak up, please. 

Mr. Ditton: At that time, prior to 1930, I would say that they did not 
have sufficient mill capacity to. supply all the steel requirements for Canada; 
after 1929, with the advent of new mills, they were able to look after a greater 
amount of our Canadian requirements. 

Mr. GRAHAM: I see. Just lately, too, there is the further incentive that you 
gain a greater drawback if you attain a certain Canadian content? 

Mr. Ditton: There is not; not that I know of. , 

Mr. GraHam: Do you happen to know, Mr. Morrison or Mr. Morton? — 

Mr. Morton: A greater Canadian content? 

Mr. GRAHAM: Canadian content. 


Mr. Morton: Well, on the contract end of our business there are some 
new regulations. 


Mr. GRAHAM: With the Canadian content. 

Mr. Morton: Yes, Empire content. 

Mr. GraHaM: Not Canadian, but Empire content. 

Mr. Morton: Empire content. 

Mr. GRAHAM: Your name is Mr. Dillon, is it not? 

Mr. DILLon: Yes. 

Mr. Granam: Are you the purchasing officer of the company? 

Mr. Ditton: Purchasing agent or buyer. 

Mr. GRAHAM: Finally, I suppose, the decision as to where to purchase your 
raw materials is based on the laid down price at Hamilton or wherever you 
require to buy. 

Mr. Ditton: Right. . f Tet Rial 

Mr. GRAHAM: What is your method? I ask this because I was a little 


intrigued by the information I secured in the automobile industry. What is 
[Mr. C. R. Morrison.] 
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your method of purchase of any substantial quantity, say, of steel? Do you 


secure the price that you could purchase for in the United States import, and 
lay down at your factory?—A. Yes, naturally, I have that information when 
we are ready to make a steel contract, and the usual practice in steel, and in 
pig iron, is that you will make a quarterly contract. | 

Q. I see?—A. We know the price from the published information about 
the price of steel and pig iron in the U.S., and then we get our local prices and 
make our contract. 

Q. And, as you say, you buy in the cheapest market, naturally?—A. Right. 

Q. By the way, Mr. Dillon, knowing as you do the changes that took place 
say in steel prices would you agree with me that in the last two or three years 
Canadian steel prices have shown a peculiar independence of United States 
prices and United Kingdom prices?—A. I would. 

-Q. Canadian prices have remained lower and steadier, and have not seemed 
to follow the trend of steel prices in these countries, is that right?—A. That is 
true. | 

Q. Would you suggest that the United States price had been affected by the 


N.R.A.?—A. Well, that is one phase of the business that I cannot answer any- 


thing about. 
Q. You would not care to answer about that. I admit that it is a very 
difficult thing to talk about, as Mr. Morrison suggests. 


Mr. Gorpinc: Mr. Chairman, I do not believe that is too difficult to 
answer. I believe that prices just had to increase under that, and the cost of 
raw materials unquestionably must have increased. 


Mr. Granam: I quite agree with Mr. Morrison’s answer. I can understand 
the head of a large American corporation at this time not wanting to appear 
to pass judgment as to the effect of a political policy. I have a very learned 
treatise on the economic results of the application of the N.R.A., and I suggest 
that we could file that with the committee. It is by a recognized authority, so 
that perhaps we can turn to that source for information as to the results of 
the N.R.A. 


By Mr. Graham (to Mr. Dillon): ! 

Q. In purchasing raw material from the United States, in importing the 
raw materials you have to satisfy the regulations of the Department of National 
Revenue with regard to fair market value?—A. That is correct. 

Q. I understand that the rule with regard to raw materials as between the 
producer and your company as the manufacturer would be the going price 
between like concerns in the United States conditioned on quantity; is that 
correct?—A. Yes, that is substantially correct. 

Q. In like amounts?—A. In like amounts—in quantity. 

Q. There is a higher value put on smaller amounts than on larger amounts? 
—A. I would qualify that in this way, we will take the sale price— 

Q. Yes, the smaller quantity would make no difference?—A. I am talking 
about carloads of say 10,000 pound lots. That would make no difference. 

Q. And do you buy that way, do you buy in sufficient quantity to get the 
advantage of this reduction on volume with respect to fair market, value?—A. 
I would say so. 

Q. Now, with regard to these manufactured parts, I notice you have listed 
these in your reply—this is on my page 15, section 2, materials, clause G of the 
reply. 

_ The Cuarrman: I think you will have to go a little slower as undoubtedly 
there is a lot of difficulty in getting it down at the rate you are going, and if 
you do that it will save time by avoiding the necessity for making corrections. 

Mr. Granam: Perhaps you are right. I thought the reporter could take 
the list of these few materials. I read rather rapidly because I was following ° 
right down the list and thought to give it to the reporter when I had finished. 
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By Mr. Graham (to Mr. Morrison): 


Q. You have that, Mr. Morrison?—A. Yes. ee 

Q). These are the manufactured parts that you as a company purchase but 
do not make in your own factories, is that right?—A. If I am looking at the 
same page as you are. Are you referring Mr. Graham to the first two items, 
steel chains and springs-coiled? Sts Tedelane Ss 

Q. If you have the page, I was simply going to read out the parts that you 
do purchase and do not manufacture. You partly purchased steel chain, 
springs-coiled, belting-rubber (threshers), bearings-ball, bearings-roller, pulleys 
(threshers), screens (threshers), riddles (threshers), classifier drums (threshers), 
zerk fittings and guns and oilers. That is the list, isn’t it?—-A. That is the list 
of articles that the Canadian company purchases and do not manufacture 
themselves. ee é 

(). Yes, and I do not propose to read the country of origin or who they 
are purchased from, but that has all been set out on that list?—A. Yes. 

Q. Now, among the companies that supply some of these manufactured 
parts I notice that the International Harvester company, the parent company, 
is listed as the manufacturer of steel chains, spring-coiled, bearings-roller, and 
I think that is all. That is correct isn’t it?—A. That is correct. | 

Q. In selling these to your Canadian company what is the basis on which 
these parts are sold?—A. Mr. Dillon will answer that. 


Mr. Ditton: I could not say definitely. I know that they would pay our 
factory cost plus a mark up. 

Q. Plus a mark up; have you any idea what the mark up would be—10 per 
cent, I suggest?—-A. Well, I would say that that is what it might be. 

(). Factory cost plus 10 per cent?—A. Might I consult one more member 
of my organization with regard to that, if you please? 

Q. Yes?—A. I will ask Mr. Seidenbecker. 


Mr. SEIDENBECKER: Unless it has been changed lately I know that it was 
invoiced by the Link Belt at the list, less the discount allowed by the customs 
in Canada. It was discussed several years ago. 


Mr. Morrison: In other words, the Customs Department established dis- 
counts from that list. I think that is the answer to your question. 


WitTNEss: What is that? 


‘Mr. SEIDENBECKER: This steel chain that you are talking about that is 
brought in from the United States is based on the list price I believe of the 
Link Belt Company in the United States that makes a similar chain, and the — 
duty value is at the discount allowed by the customs in Canada. 


By Mr. Graham (to Mr. Seidenbecker) : 


@. You do not happen to know what that discount wasi-—A. D devnog.:. 
I know that it was several years ago. | : » 
. In other words you pay that value for duty purposes as fixed by the 
department?—A. Yes, sir. | | 
(). That would apply I presume to all other material of the same kind?— 
A. That applies to all chain of that type. 


.Q. Mr. Morrison, Mr. Macdonald Suggests this: When you manufacture 
these parts either in your own factory or in a subsidiary that in selling to like 
manufacturers in the United States, to any manufacturer in the United States 
requiring these articles, there would be a differential between that price and 
the price at which you sell it to your subsidiary; can you tell me what that is?— 
A. I cannot tell you. I cannot remember that we ever sold any of them to 
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other manufacturers. We do not sell to other manufacturers. 
[Mr. C. R. Morrison.] 
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Q. Well then, as between what you, the manufacturing company, the parent 
company, would pay to your subsidiary, and the price at which you sell it to 
your Canadian company, what difference would there be? 

Mr. JarcHow: It is produced by one of the plants of the parent company. 
It is not the case of a sale from a subsidiary company to the parent company as 


a parent company. In other words, there is no billing involved. 


Mr. Grauam: There is no billing involved; why, Mr. Jarchow? 


Mr. JarcHow: Because it is like any of the other articles which you would 
manufacture at that plant. 


By Mr. Graham: 

Q. Suppose the parent company wants a large order of ball-bearings say, 
how is that transaction handled between you and I presume the Wisconsin 
Steel?—A. I thought you were speaking about steel. | 

Q. No, I mean any of these commodities subject to that rule one of your 


auditors gave us a moment. ago?—A. I might ask Mr. Seidenbecker. | 


Q. I want to know if the position of the International Harvester Company 
of Canada Limited is equal when it comes to purchasing from the subsidiary 
that manufactures any of these parts; do they enjoy an equal purchasing position 
to that of the parent company when they purchase from the same subsidiary ? 


Mr. Semensecker: I believe the position in Canada is based on—I know | 
at the time the discussion came up with the customs here in Ottawa that the 


‘discount was based on the discount allowed to firms like Eatons who were 


importing chain from the Link Belt, and we were interested in chain of a similar 
type produced in the United States. 

Q. Can you tell me how the parent company purchased or secured these 
parts from that subsidiary? 


Mr. Semenspecker: The parent company is not buying, it is one of their 
plants manufacturing that chain. Pe 
. Q: I want to get this clear, that when the parent company requires a certain 
number of chains I presume they requisition them from some subsidiary? 


Mr. SEIDENBECKER: No, from one of their own plants. 


Mr. Morrison: The plant that manufactures the chain is owned by the Inter- 
national Harvester Company, and it is not produced by a subsidiary of the 
Harvester company. 

Q. That is the point; what about the items on your parts list like steel 
drums, ball-bearings—they would be produced by the Wisconsin Steel, would they 
not?——A. No, they would be produced by plants owned by the International Har- 
vester Company. 

Q. Let me get an item that is produced. Take your discs, Mr. Morrison. 
I notice they are not included in your manufacturing—A. Dises are bought on 
the outside. 

Q. From outside companies?—A. From outside companies. 

Q. Does the Canadian company purchase discs from those companies? Why 
would they not be listed in the manufacturing parts lists, Mr. Dillon. 


Mr. Ditton: It is purchased from the Ingersoll company and the Crucible 
Steel company. 

Q. I do not see it on that list. Mr. Morrison, I want to get this clear in my 
mind. In the 1935 statement of the parent company the West Pullman Works, 
for instance, manufactures certain definite items; is that correct?—A. That is 
correct. 

Q. Now, is that company not separately incorporated?—A. The West 
Pullman? 

Q. Yes—A. No, sir. 
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Q. None of those companies which are named in here as affiliated are 


separately inccrporated; they are all part of one large organization; is that 

correct, the McCormick Works, and the Milwaulkee Works?—-A. None of those 
are subsidiaries in any sense of the word. They are merely names of plants 
owned by the International Harvester company. 


(J. So that you have no similar separate organization to the International 
Harvester Company of Canada, Limited, a manufacturing subsidiary in the 


United States?—A. No, no subsidiary of the Harvester company in the United 
States is manufacturing. 

@. Let us see, now. The West Pullman Works are apparently manufac- 
turing magnetos, carbureters, bearings, gears, milk coolers, etc. There would 
be surely a charge out to the other manufacturing division, that required any of 
those items; is that not correct?—A. That is true. 

Q. On what basis would they charge out, a cost plus?—A. I should like to 
have Mr. Seidenbecker answer that question, if you please. 

Mr. SEIDENBECKER: You mean ships from the United States works to 
Canada? 

Mr. GraHam: No. 

Mr. Morrison: From one works to another. 


value on materials and labour. 

Mr. Granam: The current market value? 

Mr. SEIDENBECKER: Yes; with the normal burden. 

Mr. Grauam: With the normal burden? 

Mr. SEIDENBECKER: Yes. 

Mr. Grauam: In other words that would be factory cost, would it? 
Mr. SEIDENBECKER: Normal factory cost. 


to the West Pullman Works? 

Mr. SeEIDENBECKER: From one International Harvester plant to another? | 
Mr. Granam: Yes. | i | 
Mr. SemeENBECKER: No, there is none. 


Mr. Granam: Then to get it clear, if the International Harvester Company 
of Canada Limited, want to manufacture magnetos, bearings, gears and milk 


coolers and wanted to get these from the West Pullman Works, tell us again 


please the basis on which they would have to pay. 


Mr. SempenBecKER: That all depends on what you are shipping. If you are | 


shipping bearings where there is a market value for a similar bearing in the 
United States, the value is fixed by Canadian customs at the price at which it is 
sold for home consumption. 

Mr. GrauaM: To a manufacturer in like quantities? 


Mr. SEIDENBECKER: Yes. 

Mr. Granam: In like quantities. 

Mr. SEIDENBECKER: Yes. 

Mr. Granam: You don’t know the exact basis? 
Mr. SeIpENBECKER: No. 


By Mr. Graham: 


@. Now then Mr. Morrison, in regard to materials which the Canadian 


company import and which you use for making up implements for export pur- 


. 


poses, there has been over that whole period a 99 per cent drawback of duty — 


paid. That is correct?—A. What period do you refer to? 
[Mr. C. R. Morrison.] 


Mr. SEIDENBECKER: One works to another is based on the current market 


Mr. Grauam: Is there any provision for a profit allowed on that factory cost — 
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Q. 1913 to 1936. Let me put it this way. It is not important. For a great 
many years there has been a rule that a manufacturer importing parts to make 
implements for export, is entitled to 99 per cent drawback?—A. That is correct. 

Q. Not the excise, just the duy. And then there is a drawback allowed 
on materials used by the Canadian manufacturer in the finished implement. At 
the present time there is a domestic drawback of 80 per cent. That is correct, 
is it not Mr. Dillon? 7 

Mr. Morton: Mr. Munger, can you answer that? 


Mr. Muncer: There is no domestic drawback on any products that we 
manufacture at the present time. | 

Mr. Grauam: I notice you show a list of the claims you made for draw- 
backs in 1925 and 1926. In 1925 you received $1,281.32; in 1926, $14,044.19. 

Mr. Muncer: That is correct. ' 

Mr. Granam: Was there a marked change in 1926 in regard to the domestic 
drawback claims made by your company? 

Mr. Muncer: The regulations were withdrawn. 
Mr. Grauam: Which gave you the right. I notice with regard to the 99 per 
cent drawback in 1926, the export drawback was $58,800; in 1927, $10,000; in 
1928, $9,000; 1929, $12,000; 1930, $35,700; 1931, $17,155; 1982, $2,739; 1938, 

$1,183; 1934, $538, and 1935, $1,027. 
Mr. Munecrr: Those figures are correct. 
Mr. Grauam: I notice there is a note added to that as follows:— 

It does not follow that the amounts given above apply to shipments 
for the year indicated. The figures show the total amount of claims 
filed with the Department each year without regard to periods in which 
shipments were made. . 


Mr. Muncer: That is correct. 


By Mr. Graham: 


~ Q. Mr. Morrison will you please turn to exhibit A of the supplemental state- 
ment attached to section 2, under materials, section F?—A. Section F? 

Q: Yes—A. I have found it. | 

Q. You were asked the question to give the average unit cost price of 
principal commodities under general classifications which were consumed in the 
manufacture of implements for the years 1913 to 1935 inclusive. I am not 
going to read it all. By the way, I am filing this whole reply so it will be 


available to the committee. JI am just putting in a digest of it, because it is 


a very much detailed document. You have listed the malleable castings, the 
grey castings, pig iron, the bought scrap, steel, lumber, fuel oil, coal, coke, and 
eotton duck. That is correct?—A. Yes. 

Q. And in the malleable you have given the rate of cost per hundredweight 
for the years 1913 to 1935 inclusive; the same with grey iron; the same with pig 
iron, only the unit is the ton, is it not?—A. The gross ton. 

Q. The bought scrap?—A. The unit is the net ton. 

Q. The steel used is the hundred— —A. Correct. : 

Q. Lumber per thousand feet, fuel oil per gallon; coal is—-—A. The net 
ton. 

Q. Coke is the net ton and the unit in cotton duck is the yard?—A. Correct. 

Q. Now I notice in regard to the castings that they are manufactured in 
your own foundries; that is correct?—A. That is true. 

Q. What is the method in practice in your own Canadian company in 
securing the requirements that your manufacturing division wants from your 
castings foundries? | 
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Mr. Morton: You mean how do we determine how many castings we 
need? 
Mr. GraHAm: No, in fixing the price per unit. 

Mr. Morton: That is the foundry cost. 

Witness: The foundries are part of the manufacturing department. 

Mr. Morton: They are units in the plant manufacturing castings. 


Mr. GRAHAM: So that those prices you give over the years are the actual 
cost of producing the different types of castings during those years in your own 
foundries? | 


Witness: Yes. 


By Mr. Graham: 


(J. The price quoted would therefore be weighted with the volume of pro- 
duction and the resultant high or low overhead? 


Mr. Morton: Volume naturally affects the cost. 
Mr. GraHAM: That would not be true of pig iron? 
Mr. Morton: That would be an outside purchase. 
Mr. Grauam: Was that bought separately? 

Mr. Morton: Yes, sir. | 


Mr. Granam: And the same with steel, lumber, fuel oil, coal, coke. Per-— 


haps, Mr. Chairman, some of the members of the committee would like to 
ask questions. | 

The Cuatrman: If there are any members who desire to ask questions at 
this stage we should be glad to give them this opportunity. 


By Mr. Cleaver: 


.. Q. There is just one question I would like to ask in order to get informa- 
tion if possible in regard to the differential between what the subsidiaries in 
the United States charge other subsidiaries and the price charged to the Cana- 
dian company on account of the value for duty. Now, I understand that each 
of these subsidiaries bill out their goods to another subsidiary at factory cost 
if that is possible, but when you come to bill out to the Canadian company 
you are again faced with the same condition that we discussed this afternoon, 
namely, the value for duty set by our customs department?—A. They are not 


subsidiaries. The ones you are referring to are a different class owned by the 


parent company, and when one plant furnishes some of its product to another 


plant it is on the basis of normal factory cost. 
Q. And a billing is made of that; but when you come to transfer those 


goods to the Canadian plant you are then faced with this same value, for duty 


problem?—A. Correct. 


By Mr. McLean: | 
Q. In billing the parts out of the factory or branch that made them, I 
Suppose overhead and depreciation and all such items as that are included 
in the factory cost?—A. To be sure. ° 
@. But no mark-up for profit?—A. That is right. . ans 
The CHatrMAN: If thére are no more questions we will adjourn until 1 
o’clock to-morrow morning. 


The committee adjourned to meet Friday, June 12, at 11 o’clock. 


ae 


‘ E 7 
a xs rs 
> ae ‘ 
per 4 2 z* 3 
vee ig eee eS 
fied Fe p> = ; 
iy ih St Pe he So ee ee 2 


i 


fost 
QU bee 


ay 


he, 


eA | 


re Fel vA SESSION 1936 Ny 
\ 
aS Uf HOUSE OF COMMONS | 
, ris 
JUN 40. 1936 = ' 


4 


STANDING COMMITTEE \,,. Deer 
Essity oF WS 


ON 


AGRICULTURE AND COLONIZATION 


MINUTES OF PROCEEDINGS AND EVIDENCE 


(Farm Implement Price Inquiry) 


a 


FRIDAY JUNE 12, 1936 
TUESDAY, JUNE 16, 1936 


No. 11 
| WITNESSES: 
SoMr. TA; Russell, President of the Massey-Harris Company, Ltd. 
Mr. S. R. M. Dingle, Comptroller of the Massey-Harris Company, Ltd. 
Mr. S.S. Lee, Canadian Sales Manager, Massey-Harris Company, Ltd. 
Mr. R. B. Whitehead, Counsel for the Massey-Harris Company, Ltd. 


OTTAWA 
J. O. PATENAUDE, I.S.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 


MINUTES OF PROCEEDINGS 


-ComMiITTEE Room 231, Housz or Commons, 
Fripay, June 12, 1936. 


(In Camera) 


The Standing Committee on Agriculture and Colonization met at 11 o’clock 
a.m., this day, Mr. Weir, the Chairman, presiding. 


The following members of the Committee were present :— 

Messieurs: Beaubier, Bertrand (Prescott), Bouchard, Boulanger, Cleaver, 
Cochrane, Coldwell, Davidson, Donnelly, Douglas, Dubois, Evans, Furniss, 
-Gardiner, Golding, Graydon, Johnston (Lake Centre), Leader, Leclerc, Mac- 
Kinnon (Edmonton West), McKenzie (Lambton-Kent), McLean (Melfort), 
MecNevin (Victoria, Ont.), Motherwell, Needham, Perley (Qu’Appelle), Reid, 
Robichaud, Ross (Middlesex East), Senn, Thorson, Tomlinson, Turner, Ward 
and Weir.—85. 


In Attendance as witnesses, and to supply information to the Committee: | 

Mr. C. R. Morrison, President, and Mr. F. M. Morton, Resident Manager, 

Canadian Company of the International Harvester Company, Limited. 

Mr. ‘C. E. Jarchow, Financial Controller, and Mr. F. E. Siefkin, General 

Attorney, International Harvester Company, Limited, Chicago; also, 

Mr. John W. Dillon, Purchasing Agent and Mr. C. B. Munger, General 

| Auditor, International Harvester Company, Ltd., Hamilton; also, 

Mr. H. C. Seidenbacker, Assistant Comptroller, Tnttenal Harvester 

Company, Limited, Chicago. 


Present: Mr. R. T. Graham, K.C., Counsel, and Mr. Walter J. Macdonald, 
C.A., acting for the Committee. 


The Chairman stated that after consideration and discussion with the repre- 
sentatives of the Harvester Company, he thought the proceedings at this meeting 
should be conducted in camera, in justice to the Company, which had so freely 
co-operated with the Committee to supply needed information. 

After discussion, Mr. Golding moved, seconded by Mr. Johnston, That this 
Committee proceed to take evidence in camera, and that the evidence taken down 
be not printed. Three copies only of the transcription to be made; one for the 
- Chairman, one for the Counsel and one for Mr. Morton, Resident Manager of 
Canadian Company. 


Motion carried. 
Questions by Counsel and members of the Committee were answered by Mr. 
Morrison, Mr. Morton, Mr. Jachrow, Mr. Siefkin and Mr. Dillon. 


Examination continued until 1.20 o’clock, when, after considerable discussion 
as to the date of next meeting, it was finally decided that the Committee would 
meet at the call of the Chair. 


Members of the Committee, expressed much appreciation for the splendid 
way in which the evidence had been supplied by the witnesses. 


The Committee adjourned. 
EK. L. MORRIS, 


Acting Clerk of the Committee. 
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MINUTES OF PROCEEDINGS 


Turspay, June 16, 1936. 


The Standing Committee on Agriculture and Colonization met this day 
at ll am. The Chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Bertrand (Prescott), Bouchard, Cleaver, Cold- 
well, Donnelly, Douglas, Dupuis, Evans, Fontaine, Fraser, Furniss, Gardiner, 
Golding, Gosselin, Graydon, Johnson (Lake Centre), Leader, Leclere, MacRae, 
McLean (Melfort), MeNevin (Victoria, Ont.), Mitchell, Motherwell, Needham, 
Perley (Qu’Appelle) , Rennie, Robichaud, Senn, Spence, Taylor (Norfolk), 
Thorson, Turner, Ward, Weir. 


In Attendance: Mr. R. T. Graham, K.C., counsel for the Committee, and 


Mr. Walter J. Macdonald, C.A., auditor for the Committee. | 


On motion of Mr. Thorson,— 


Resolved,—That the IMsnutes of the eb anes of the Cominnee meeting 


held 1n camera on Friday, June 12, 1936, be printed in the issue of to- days 
proceedings of the Committee. 


The following officials of the Massey-Harris Boden of Toronto, were 
called, sworn and examined:— 


Mr. T. A. Russell, president of the Massey-Harris Company of Toronto. 
Mr. 8. R. M. Dingle, comptroller of the Massey-Harris Company of Toronto. 


Mr. 8. 8. Lee, Canadian sales manager of the Massey-Harris Company of - 


Toronto. 


Witnesses retired to be recalled at 4 p.m. 


Mr. R. B. Whitehead, counsel for the Massey-Harris Company of Toronto, 
in attendance for the company. 


On motion of Mr. Thorson,— 


Resolved,—That the name of Mr. Gardiner, Minister of Re be ue 


added to the ‘subcommittee, and that the subcommittee do prepare and submit 
a draft report to the committee for consideration as soon as possible. 


The hour being 1 o’clock, the committee adjourned to meet at 4 p.m. this day. — 


The committee reconvened at 4 p.m. when no quorum being present the 


Chairman declared the meeting adjourned until Friday at 11 a.m. 


The Chairman and counsel agreed that the Saar. corer piss be 


made in the printed record of June 11:— 
Page 437, line 3,— 
. but it made a special impression... 
Baad read, 
et they made no special i impression... 
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Page 437, line 26,— 

. .. tillage implements? That applies .. . 
should read, 

. . . tillage implements?—A. That applies... 
Page 444, line 37,— 

Mr. Morton: Well, on the contract end .. . 
‘should read, | 

Mr. Morton: Well, on the truck end... 
Page 446, line 49 

. we will take the sale price— 
should read, 
. . we will take the price of steel. 

Page 446, line 31,— } 

It was discussed several years ago. 
should read, 

It was fixed several years ago. 
“Page 347, line 36,— © 

. . . like steel drums, . . 
should. read, 

. .. like steel chains . 


WALTER HILL, 
Clerk of the Committee. 
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Hovust or Commons, Room 429, 
June 16th, 1936. 


The Select Standing Committee on Agriculture and Colonization appointed 
to inquire into the prices of sre implements met at 11 o’clock, Mr. Weir, 
the chairman, presided. 


Appearances :— 
R. T. Graham, K.C., Counsel for the Committee. 


R. B. Whitehead, Counsel for Massey-Harris Company. 


The Cuairman: Gentlemen, if you will kindly come to order. Would it be 
agreeable to the committee to have the minutes of our meeting held in camera 
last week printed in the record of to-day’s proceedings; that includes the names 
of the witnesses who appeared and so on? 


Mire L.. Chorson, seconded by Mr. H. Cleaver, moved that the minutes 
be included in record. Motion carried. 


The Cuatrman: Merely for purposes of record may I say, that at the 
conclusion of the meeting last Friday, at which we were examining certain 
officials of the International Harvester Company, that to meet their convenience 
and at their request, owing to certain prior engagements which they had, they 
were released following the meeting of Friday morning. The committee agreed 
to their request on the understanding that these witnesses would be back again 
at such time as their further appearance might be desired by this committee; that 
the officials of the International Harvester Company were merely “ stood down” 
at their own request. They are subject to recall for the purposes of this investiga- 
tion at any later date when their presence may be required. 

I would like to bring one other matter to the attention of the committee. 
By the appearance of things parliament is likely to close Friday or Saturday, 
and if we are going to make a report to the house it will be necessary for us to 
do so very quickly and have it dealt with some time to-morrow; so I would like 
to suggest to the committee that they either name a sub-committee or make some 
provision for the drafting of a report. Are there any suggestions in that regard? 


Mr. Spence: We have a sub-committee now, have we not? Would they 
not be all right? 


The CuarrMan: Well, yes. Would it be agreeable to the committee if our 
sub-committee on agenda draft a report for submission to the main committee 
to-morrow morning? ; 


Mempeers: Agreed. 


The CuatrrMan: May I suggest one change in that regard, that the name 
of the Minister of Agriculture be added to the personnel of that committee? 


~ Mr. Warp: Who are the members of that sub-committee? 


The CuarrMan: They include Messrs. Senn, Perley, Needham, Thorson, 
Johnston, Taylor and Bouchard; we propose to add the name of the Hon. Mr. 
Gardiner; and, of course, myself. 
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On a motion by Mr. Senn, seconded by Mr. McLean, it was agreed that the 
name of the Hon. J. D. Gardiner be added to the personnel of the sub-committee 
instructed to prepare a draft report to the House by the Committee for sub- 
mission to the committee at its sitting to-morrow morning. 


Mr. Leaver: I would suggest that this draft report be available to all 
members of the committee, if possible, before presentation. . 


_ Mr. Tuorson: It will be presented to the committee first, I presume. 


The Cuairman: It would not be the customary thing for a report to be 
sent to the house without consideration by the main committee. 


Mr. Leaper: All members of the committee should have an opportunity 
to know what is going to be presented. : 


The CuHairmMan: It will be presented to this committee and we can then | 
decide what action will be taken on it. : 


Mr. Tuorson: The sub-committee will merely prepare a draft report 
for submission to this committee. 


The Cuamrman: This morning we have with us representatives of the 
Massey-Harris Company. I presume that you, Mr. Russell, as president of the ~ 
company will be the principal witness. If you wish to have any of the other 
officials of the company associated with you I think the committee would be 
quite prepared to have you do so. 


Mr. Russeiu: Thank you. 


The CuarrMan: I am taking it for granted that the committee would wish 
to proceed in much the same manner as they did when the officials of the other 
company were here. I will simply ask Mr. Graham to outline the nature of 
the examination he wishes to proceed with, and then to proceed from that point. 
The clerk of the committee is required to swear all witnesses, and I would be 
glad if he would proceed with that duty at this time. a 


Mr. TuHorson: Just a minute, Mr. Chairman. In view of the fact that we 
will be making our report almost immediately, is it worth while commencing the 
examination of the company? It is quite obvious that we will not conclude 
the examination nor even make any great progress with the examination. I 
simply raise the question as to the desirability of starting at all, since we cannot 
possibly, within the limitation of our time, make any headway. 


Mr. Senn: I had the very same thing in mind, Mr. Chairman. It is obvious 
that we cannot complete the examination of the Massey-Harris Company in one 
day, and some part of the day will have to be taken up in preparing a report 
if it is going to be presented to the committee to-morrow. 3 

Mr. Leaper: We can work at night on it. 


Mr. McLean: We can have two sessions to-day and one or two to-morrow. 
That will carry it along quite a ways. In the meantime we can hear the witnesses 
who are here. 


Mr. Donneuiy: We can hear the witnesses who are here, Mr. Chairman. It 
seems to me we could go on with their examination, and we can clear some of the 
ground and get it ready for further examination. We may as well do as much 
as we can in this thing this morning. We are here anyway. gh 

Mr. Tuorson: I merely raised the question for the purpose of having it 
discussed by the committee. ; 

Hon. Mr. Mornerwenu: I think, Mr. Chairman, we might very well go on. 
The witness is here, and we might as well use him. 


AVN RUSSELL, called and sworn. 
[Mr. T. A. Russell.] 
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The Cuatrman: I quite appreciate the circumstances that have lately arisen. 
I simply wish to say that as far as I am concerned I am in the hands of the 
committee. The officers of the Massey-Harris Company, however, are here 
and are prepared to go on. In view of the fact that the International Harvester 
Company has been here and that I personally suggested to the Massey-Harris 
Company that they be given an opportunity, I think probably we should go on. 


Mr. Spence: We can make it snappy enough, and not waste too much time. 
The Cuatrman: Mr. Graham, I will turn the proceedings over to you. 


By Mr. Graham: 


@. Mr. Russell, you are president of the Massey-Harris Company, Limited; 
is that the correct name of the company?—-A. Yes. 

(. And who are the two officers associated with you in giving information 
to the committee? Would you kindly name them and give their positions in — 
the company?—A. Mr. Dingle, comptroller; and Mr. Stewart Lee, Canadian 


sales manager. 


@. Would you give the initials, too, for the record?—A. G. R. M. Dingle 
and S. 8. Lee. 

Q. What is Mr. Dingle’s position with the company?—A. Comptroller. 

Q. Comptroller of the company?—A. Yes. 

Q. And Mr. Lee, as you say, is Canadian sales manager?—A. Yes. 

Q. The head office of the company is where?—-A. In Toronto. 

Q. Would you kindly refer to the replies to the questionnaire on page 1 of 
your general information, Mr. Russell, please—or rather page 1 of your section 
1, general. I wanted to know the names of any subsidiary companies of the 


parent company, Massey-Harris Company, Limited, first in Canada?—A. None. 


Q. In the United States?—A. Massey-Harris Company, Racine. 

Q. Of. Racine?—A. Yes. 

Q. When was that particular company formed?—A. 1928. 
_ Q. I understand that that was an amalgamation of your Batavia plant and 
the Racine plant?—A. Yes. 

Q. When was the Batavia plant acquired?—A. In 1911. 

Q. And was it never incorporated into a company?—A. It was a separate 
company. 

Q. What was the name of that?—A. Originally it was the Johnston 
Harvester, and then after we took it over it was the Massey-Harris Company, 


Incorporated. 


Q. You told us that was purchased from the Johnston Company?—A. The 
Johnston Harvester Company. ; 

Q. What was the purpose of your company in acquiring the Batavia plant 
in 1911?—A. Largely, I believe, the important export business which they had. 

(J). The important export business?—A. Yes. 

Q. What line, Mr. Russell, did the old Johnston Harvester Company make? 
—A. A general line,,mostly haying and harvesting goods. 

Q. You mentioned the export business that they had. That is to where?— 
A. To practically all over the world, to the same countries as Massey-Harris 
Company itself. 

Q. By that you do not mean that they had any particular privilege in the 
matter of tariffs or anything?—A. No. 

Q. You simply mean their regularly built up trade?—A. They had made a 
good line of implements, had a good line of foreign trade, and had a domestic 
trade as well. 

Q. They had a domestic trade as well?—A. Yes; particularly in the eastern 
United States. — 

Q. Can you tell us how much your company paid for the Batavia plant?— 
A. I cannot, no. Was it asked in the questionnaire? 
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Q. No, I do not think so.—A. Then they may not have it here. 

Q. In your section 5, Mr. Dingle, I am instructed by Mr. Macdonald that 
the question was put in the questionnaire but it was not answered. Is that 
correct, Mr. Dingle? 

Mr. Dincue: I think almost everything was answered in the judas. 
Mr. Graham. 

Mr. Grauam: I am a ee Mf. Dingle, that the question was not asked 
in the questionnaire. If you would prefer to take time to give us that information 
and what the consideration was that passed between the parent company and 
the Johnston Harvester Company in payment on account of PARC uaa would 
you kindly do that, Mr. Dingle, at your leisure? 

Mr. Dineue: I can do it just in a sete Did you want to know the 
actual cash we paid for it? 

Mr. Granam: No. I want to know the ae tonaay that passed between 
the parent company and the Johnston Harvester Company for the plant, whether 
it was cash or otherwise. 

Mr. Dincte: We paid in cash, $2,736,110.50 for shares. We bought them 
in lots. We did not buy them all at one time. There was a minority interest. 

Mr. GraHAm: Your method of purchase was to acquire a controlling interest 
in the outstanding shares of the company? 


Mr. Dinete: Exactly. We did not have full control, one hundred per Beng | 
control, until the close of 1927. That is the first time that their statement was 
consolidated with ours. 


Mr. Granam: Do you know, at the time you purchased the capital stock 
outstanding, what the par value of the Johnston Harvester Company was? 
What I am trying to get at is whether you paid a premium in Bile acquiring of 
that stock? 


Mr. Dinectz: The par value was about $2,750,000. 
Mr. Grauam: So that, roughly speaking, you paid par. , 


Mr. Dineie: Roughly speaking, just under par. There was a difference of 
$13,889.50 less than par. 


Mr. GraHam: The Racine plant, you have already told us, was sequined 
in 1928. Would you give us the history of that, Mr. Russell? 


Wirness: As I know it, it was the J. I. Case Plough Works; they had a vey 
satisfactory tractor, and we required a tractor in Canada. 


By Mr. Graham: 


Q. They made, if I remember correctly, the Wallis Tractor?—A. They were 
known as the Wallis Tractors. That was one of the main reasons’ for the 
negotiations which led to the acquiring of that company. They were making 
mostly tractors and tractor implements, tillage goods, etc., so the negotiations © 
resulted in the taking over of the Case Plough Works. Immediately that was 
done, it was combined with the Massey-Harris Harvester Company of Batavia 


in the one company, Massey-Harris Company, Racine, and operated as one unit — 


with head office in Racine from that time. 
Q. What method was pursued in acquiring that COMPAR ca I tate Mirtc: 
Dingle can answer that better than I can. : 


Mr. Drineue: First of all, we bought the assets for a consideration of 
$1,262,500 cash. Massey-Harris Harvester Company, Incorporated of Batavia, 


our other entity over there, owed the parent company in Toronto for cash and 4 


goods supplied $3,987,500. 
Mr. GraHam: Yes? > 
[Mr. T. A. Russell.] 
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Mr. Dinaue: Then there was a stock interest in the Massey-Harris Harvester 
Company, Incorporated, which we owned, the par value of which was $2,750,000. 
Adding that up equals a total stock valuation of $8,000,000 of the consolidated 
company in the United States. 

Mr. Granam: And that, you mean, was the transfer of assets from the 
Batavia division, the assumption of the liability to the head office in Toronto of 
the actual purchase price of the Racine assets. Then the new consolidated 
company was incorporated at that amount. 


Mr. DincuE: $8,000,000. 


By Mr. Graham: 

Q. Mr. Russell, what other subsidiary companies have you in other parts 
of the world?—-A. In England, Massey-Harris,. Limited, Manchester. 

Q. Yes—A. In South Africa, Massey-Harris (South Africa) Limited, 
Durban. In France, Compagnie Massey-Harris, Marquette; in ' Belgium, 
Massey-Harris, Belgium, Brussels; Denmark, Massey-Harris, A.S. Copenhagen; 
Germany, Massey-Harris, M.B.H., Berlin. 

Q. Just tell us, for the information of the committee, what those initials 
are—A.S.—in the Copenhagen company?—A. I think that has to do with incor- 
porated or limited. Bi 
Q. And M.B.H. in Germany?—A. As far as I know, it stands for the same 
thing, limited. | 

Mr. Wurirenesp: ' Limited liability. 

Mr. Grauam: That is true of Germany, too—M.B.H.? 

Mr. WHITEHEAD: Yes. 

Witness: Those are all really separate companies, but are operated in our 
structure on the same basis as branches. 

Q. Now, when was the separate Massey-Harris Limited set up in Man- 
chester, England, in what year?—A. I don’t know; we have been doing business 
for 60 years in England, I think originally as a branch, but later, due to develop- 
ment of company laws, it was changed into a subsidiary company. We can 
easily ascertain that for you. 

Q. In South Africa?—A. That is comparatively recently. We operated 
for a number of years selling to an outside distributor, not a part of our com- 
pany; we took it over about twelve years ago. 

Mr. Dineue: 1924. | 

Wrrness: Incorporated the company at that time. 


By Mr. Graham: 

Q. Why was the change suggested in the South African method of supply- 
ing that market?—A. There is a general tendency all over the world, I think, 
to arrive at that sort of set-up, or a separate company in its own country, 
because of taxation and so on. It is difficult to determine—if taxation officials 
of the various countries have to come back to the head office books to ascertain 
the basis of taxation. A good many companies are now incorporated in the 
various countries. 

Q. You place a nationalistic feeling in each of the countries in which you 
set up. a separate manufacturing plant as the cause which compelled you to 
incorporate?—A. Perhaps. 

Q. Would that be correct?—A. I think so. | 

Q. In France what year was the set-up at Marquette?—A. I think it was 
1926. | 
Q. Is there any added reason for setting up a French manufacturing plant? 
—A. No; we had done business first with an agency in France, later with a 
branch selling goods made in Canada, and also the Johnston Harvester line 
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from Batavia, selling all goods made on this side of the water. We developed 
a very large business in France both in the Massey-Harris line and the J ohn- 
ston line, largely as two separate lines with two separate sets of agencies. 


Following the war, France began to make it more and more difficult for any 


outside company to do business. 


Q. By the application of quotas?—A. First by tariffs and later on tariffs 


plus quotas, until about 1925 or 1926 it just became impossible for us to carry 
on our business in France. We had the alternative of either retiring from 
that country, which we had served for nearly 50 years, or of putting in a 
factory and manufacturing in France. We put in a factory, manufacturing 
a line of hay and harvesting machines, and that is about as far as we have gone. 
In fact, there is a plant erected in Marquette, which is a suburb of Lille in the 
northern part of France. I think that factory was finished about 1928. 

@. The company was formed in 1926 and the factory completed in 1928?— 
A. Yes. 

Q. Now then, Belgium—A. That is purely a sales branch selling goods 


very largely manufactured in France now, but one time manufactured in 


Canada. I think there is a tendency since the depreciation of the Belgian 
franc to supply some of these goods from Germany. 

Q. The Belgium company is not a manufacturing company?—A. Purely 
a sales branch. 

Q. The next is the Copenhagen branch in Denmark.—A. The same as 


Belgium. We have had a very fine business in Denmark, but, unfortunately, % 


somewhat as a result of the Ottawa agreements giving us such a preference 
in the British market for bacon, Denmark has retaliated by making a practically 
impossible quota for us in the Danish market, and all goods we sell there now 
must either be supplied from France or Germany. 


Q. Is your plant in Germany a manufacturing subsidiary?—A. It is now. 
We had a very fine business, just as in France, selling Canadian made imple- 
ments in Germany. When the war came on, of course, all business was stopped. 
Our manager was resourceful and acquired a little bit of a plant and engaged 
himself during the war in making what spare parts he could to try to keep the 
machines running in the field; but as a matter of fact we were out of the 
German business so far as complete machines were concerned, from 1914 to 
about 1921 or 1922. Then we began once more to export from Canada. Then 
Germany stepped in and gradually forced manufacturing in Germany. At the 


present time if we want to sell a dollar’s worth of goods in Germany we must 


buy three dollars’ worth of German goods in return. That is at the moment 
a very great hardship. We have goods like knotters, which everyone knows 
must be very accurate. In order to get those knotters into Germany we have 
to buy, as I say three dollars’ worth of German goods for every dollar we 


export to them. Of course we must continue that business for if we trans-. 


ferred or liquidated it we would get marks, and we could not get them out of 
the country, so we just carry on putting no further money in, but what is there 
has to stay there. We would rather have them in bricks and mortar, and 
accounts and inventory than we would in marks. . 

@. Do you mean that you have to take three dollars’ worth of German 
goods for each one dollar’s worth that you as a company have to sell?-—A. 
Yes, and so does everybody else doing business with Germany. | 

@. How do you satisfy that requirement? You just get what you require?— 


A. Our purchasing agent has made inquiries as to the available supply and we 


buy materials in Germany that we would not otherwise buy. 
Q. Steel?—-A. Steel and certain items on some parts that we would not 
otherwise buy in Germany. ! | 
Q. Would they buy them from Canadian plants?—A. Mostly. 
(Mr. T. A. Russell.] 
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Q. Or European?—A. No. As a matter of fact, I think if we want to buy 
parts in France and send them into Germany, France must buy three to one; 
so that we cannot use the purchases for plants in one country against another. 
It is an extremely difficult situation at the moment. 
oe @. When was the German company set up, Mr. Russell?—A. 1926 I am 

old. | 
Q. Then if you will go back over the companies, in the United States, 
the Batavia plant manufacturing what?—A. Principally horse-drawn imple- 
ments, binders, mowers, rakes and implements of that kind.—A. fairly general 
line, but not touching tractor implements. 

ne No power implements?—A. No tractors and none of the heavy tillage 
goods. 

Q. The Racine plant, what about it?—A. Its big output is tractors, and 
associated with that mostly tractor drawn tillage implements and cotton tools. 

Q. Cotton tools?—A. Yes. | ) 

Q. What is manufactured by the English subsidiary in England?—A. The 
English subsidiary builds nothing itself, but we made an arrangement some 
three years ago with the Blackstone Company, one of the oldest and most 
reputable implement companies there to build for us a line of certain haying, 
tools which we do not’ make, and which are especially required for the British 
market. Britain grows crops of hay such as we do not know of in this country 
and requires in many lines heavier implements to handle it than the commercial 
implements made in Canada. However, we have no stock interest. We simply 
purchase this as a line to fill out and strengthen our position in the British 
market. 

Q. I presume the balance for the English market would be supplied by your 
Canadian plant?—A. Yes, I think completely from Canada except tractors. 

Q. Except tractors?—A. Tractors are brought from the United States. 
We have free trade between Canada and Great Britain on agricultural imple- 
ments but there is a tariff against tractors because they are made in the United 
States. 

@. Do you serve any other markets from the English plant?—A. No. 

Q. None? Take the Irish Free State-——A. We sell a little goods in Ireland, 
not much. 

Q. None of the European?—A. None of the European. 

Q. Now, in South Africa, is manufacturing done there?—A. No, wholly 
importing. 

Q. Assembled?—A. Assembled in so far as goods are knocked down for 
economical shipment. 

Q. That would be all?—A. That is all. 

@. I suppose you serve the demand in South Africa?—A. We handle Cape 

Colony and Natal, Rhodesia, north and south, Transvaal and Kenya in the 
north, our head office at Durban. There are usually direct shipments to these 
parts. . 
Q. In France what machines or implements are made?—A. Principally 
the binder, mower, and the rake, tedders and also the trusser. It is an imple- 
ment not used in this country at all. It is made there specially for them, and 
is used for bundling straw. 


By the Chairman; 

-Q. Would you have the same type of binder in France that you have here? 
—A. We used to, of course. It was was the same binder, but about ten years 
ago the French and the Germans began rather extensive work on the binder, 
putting in a finer type of workmanship, somewhat on automobile construction, 
in both the binder and the mower. They were the first people to develop the 
oil bath mower and there have been developments of that kind. Their labour 
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is relatively cheaper and they put more work and finish on their products and 
the result was our binder which had been used extensively in France and 
Germany was gradually regarded as being out of date. So about six years ago 
we began to redesign the binder. 

Q. What does your company manufacture in Germany?—A. We manu-_ 
facture practically only binders and mowers. We have no capital in Germany — 
to carry on a big full line implement business. . 

Q. I notice in the trade commissioner’s report that your French subsidiary 
has been supplying the Belgian market?—A. Yes. 

Q. You say there is a trend now to force you to stop that?—A. Curiously 
enough, Germany, despite her very difficult financial conditions seems to have 
better exchange conditions to do business with the surrounding countries than 
France, England, Canada or the United States, and generally in the Balkan 
States around the Danube where we once had a tremendous business, it has 
gone practically to nothing. In regard to such business as we can get, we 
have to more or less maintain service on spare parts, and that is apparently now 
best done from Germany. 

Q. You serve Central Europe from France or Germany?—A. Yes; it was 
France, now it seems to be switching to some extent to Germany on account 
of exchange. By exchange difficulties I mean the possibility of getting money 
out of the country after you have sold them the goods. ‘ 

Q. Do you ship much manufactured products to your plants at other 
places, such as Germany?—A. No, not now. 

Q. I suppose you are sincerely hoping that the position will change in 
that central European country. Have you any expectations in that regard? 
—A. I am afraid that it will not in my time. I am afraid that we will never 
again have the export business that we once had. I think there are signs of a 
re-opening of business in the Balkan states such as Austria, Bulgaria, Rumania, 
Jugo-Slavia and Hungary. Some of these countries have very vast areas 
possessing fine agricultural possibilities. We used to sell 2,500 binders a year 
in Rumania. I do not think we have sold 25 in the last 5 years. There are 
some signs of these countries coming back where we could do business with 
them. We would prefer to do it from Canada, but that will largely depend 
on exchange. 


By Mr. Johnston: | 
Q. Do you do any business with Russia?—A. Not since 1930 when we sold 
them tractors made in the United States. There is no objection to their buying 
in the United States, but there have been objections to their buying in Canada. 
We have not done any export business with them since 1930. | 


By Mr. Thorson: ; 


Q. Would there be a market in Russia?—A. I do not think so now. They — 
have developed enormous implement factories there and I think by the present — 
time they probably build more tractors than any other country in the world. 
They were not very good at first but they are keeping at it and are serving their 
own people, and I do not at the moment see any prospect of business in Russia. 

Q. In tractors?—A. In anything in the agricultural implement line. They 
control their own exchange and the importation of what they use. What avail- — 
able exchange they have, they use to buy the things they need most, and appar- 
ently since 1930 that does not include agricultural implements. —- 


By Mr. Donnelly: 


Q. Do they use Canadian patents for the manufacture of their machines? — . 
—A. They just took what they wanted, and they did not even bother about — 
asking permission. “on ‘’ 


[Mr. T. A. Russell.] 
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By Mr. McLean: 

Q. Mr. Russell, I think you stated that you had not sold 25 binders in 
Roumania in the last 5 years?--A. Yes. 

Q. Does someone else supply the binders, or is it that you are unable to do 
business on account of exchange and other conditions?—A. It is a little of both, 
there are countries which nave forbidden the use of binders; as a matter of 
fact in some countries they have carried it so far that even if a man owned a 
binder he was not permitted to use it. The situation is due partly to exchange 
and partly to this restriction in the use of implements. 


By Mr. Graham: | ; 
Q. What was the reason for doing that?—A. Employment. 
Q. To make them do it by hand?—A. By hand, and also to preserve the 
exchange. 
Q. To preserve the exchange so that there would be no outgoing of their 


- domestic money?—A. Quite. 


Mr. Grauam: If the members are through I will proceed. 


By Mr. Graham: 


Q. With respect to these subsidiary companies, what is the relationship 
and financial set-up as between them and the parent company?—-A. They are 
all wholly owned subsidiaries. . 

Q. They are all wholly owned subsidiaries of the parent company?—A. They 
are operated as branches. 

Q. Fhey are operated as branches; I am not speaking now of the United 
States?—A. No. 

Q. Other than the United States all of these are operated as branches; their 
financial results and their assets are included in the consolidated statement?— 
A. Yes, in the consolidated balance sheet. 

Q. That is not true of the United States subsidiary?—A. It is included in 
the consolidated balance sheet, yes. 

Q. It is included in the same way?—A. Yes. 

Q. What is the distinction between the United States subsidiary and the 
European subsidiaries?—A. They have a very complete set-up in the United 
States operating their own engineering department, designing their own goods, 
doing their own purchasing; and of course subject always to the control and 
policy of the management at head office. 

Q. You mean it is a much more separate entity?—A. Well, as a matter of 
fact, the European business and the American business are getting closer together 
in type of control. 

Q. By the parent company?—-A. Because naturally our purchasing agent 
in France has to buy in France almost completely, and in Germany; both our 
engineering departments in Europe take care pretty largely of their purchase 
requirements, and to some extent the French unit takes care of engineering for 
Germany. 

Q. Where would the engineering department be located?—A. At Marquette 
near Lille, in the north of France. 

Q. You consider the French subsidiary the more important?—A. Yes, we 
control all the other European operations from there. 

Q. Now then, what plants have you in Canada?—A. We have four: Two 
in Brantford and one in Toronto—these three are operated; we have one in 
Weston which is idle. It was acquired for the manufacture of tractors. Tractors 
now enter Canada duty free and this plant has been idle for a number of years. 
We have another plant in Woodstock, the old Bain wagon works which made 
wagons and sleighs, and as these lines are declining in importance we have 
closed that plant and incorporated the work formerly done at Woodstock in 
Toronto and mainly in Brantford. 
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Q. I notice that you call one of the Brantford plants Verity 2k. That was 
the old Verity plough works originally in Exeter, Ontario. They were moved 
to Brantford and for a time operated as a separate company and were subse- 
quently incorporated as part of the Massey-Harris Company. These works 
also include what was formerly known as the A. Harris & Sons Company. 

Q. These plants are fairly close to each other?—-A. They are not contiguous, | 
but they are very close. 

Q. And I suppose the same head office staff serves them?—A. The same 
superintendent operates both factories. 

Q. You have already told us about the United States. In Germany you 
have a head office at Berlin but the manufacturing plant is at Westhoven t 
notice?—A. Yes, it is a suburb of Cologne on the Rhine. 

Q. I notice with regard to branches that you have two in Saskatchewan, 
one in Ontario, two in Alberta, one in Manitoba, one in British Columbia, one 
in Quebec and one in New Brunswick?—A. Yes, at Moncton, New Brunswick. 

Q. Would you tell me the distinction that you make between transfer points 
and branches?—A. A branch is a more or less complete unit with its manager 
and accounting staff, and its collections and so on. A transfer point is really 
a warehouse operated by a shipper for the receipt and despatch of goods and 
parts to the territory contiguous to that in which it is located, and its sales work,. 
ees and so on are operated from the branch in which that transfer point 
is locate 

Q. Now, to complete the Canadian picture as to transfer points, you have 
three in Ontario—one at London, Chatham and Ottawa; one in Quebec, at 
Quebec City; one in Manitoba, at Brandon; three in Saskatchewan, at Yorkton, 
North Battleford and Swift Current: and you have one in Alberta at Lethbridge 
—and this one you have at Minneapolis ‘should be down below in section 2?— 
A. That is right. 

Q. That is correct, isn’t it?—A. Yes. 

Q. I notice that some of these were formerly classed as branches?—-A. Ver. 
Since the depression for reasons of economy we have changed two or three that 
were former branches—Brandon, Yorkton and Swift Current—they are now 
transfer points. 

Q. As a measure of economy?—A. For purposes of economy. 

Q. I presume the number of transfer points which are indicated is “made 
partially necessary at least by the practice of the Massey-Harris company in 
absorbing the local freight from the transfer point—is that correct?—A. Yes, 
we divide the territory into zones, and all the points appearing in a particular 
zone have the same freight charged to them. In other words, take Swift 
Current—goods are sent to Swift Current and shipped out from Swift Current to 
a point local to Swift Current and the freight is the same there as at anys other — 
point surrounding Swift Current—is it not, Mr. Lee? 

Mr. Lee: Within that zone. 


Mr. GraHam: By the way, how many zones are there in Saskatchewan? 
We were told the other day that there were two, B. and C. 


Mr. Lee: Yes, that is, two price lists. 
Mr. Grauam: Is that correct in Saskatchewan? 


Mr. Len: Yes. 
Q. It is the same with your company as with the others? 


Mr. Les: Yes. 


By Mr. Graham: i, (at 
Q. Now then, I notice that you have six branches in the United States and i 


I presume each of these discharges similar functions there?—A. Well, yes and 


no; we really do not cover the whole of the United pc ye 
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Q. You do not attempt to?—A. We do not do it. We have picked out what 
seemed to be the leading centres and have attempted to do business in the 
territory surrounding them; but we are really not a serious factor over a section 
of the United States. 

Q. By the way, just incidentally, is the United States market supplied at 
all from the Canadian plant?—A. To some extent, yes. 

Q. You do not know just what percentage?—A. Well, it varies of course 
from year to year, in that the important implement that we make for the United 
States market is the combine. 

Q. The combine; that is, your reaper-thresher?—A. The reapér-thresher, 
and rather than build it in two places we continue to supply it from Canada; 
and the per cent would vary with the importance of the combine sales; we have 
had some years in which we did not build any combines, the stock on hand being 
adequate; other years a fairly large number. 

Q. The United States for a number of years at least has allowed free entry 
of farm implements?—A. Yes. | 
; Q. Would there not be some Massey-Harris large drills and cultivators?— 

A. I ean tell you the exact machines we shipped there for a few years back. If 
you will go on I will have Mr. Dingle look that up for you, because I brought 
that statement with me. 

Q. Yes. I would like to have the committee get the benefit of your 
experience in the implement industry, Mr. Russell. What is the difficulty which 
prevents the Canadian ‘manufacturer from entering the free United States 
-market?—A. Well, of course, there would be particular disadvantages. One 
would not like to build up a big business in Canada shipping to the United States. 

Q. Why?—A. It is too apt to be changed over night, as has happened to 
so many farm products. 

Some Hon. Members: Hear, hear. 


By Mr. Graham: 

Q. That is to say, that while the tariff on it at present is off the United 
States might suddenly decide to change?—A. Their whole political history 
would indicate that if anything began seriously interfering with their business 
they would quickly curb it or stop it. In addition to that I must say that we 
find a very definite prejudice against Canadian made goods in the United 
States, more so than we think our people feel towards American goods. We 
are accustomed to American importations but our competitors in the United 
States do not hesitate to draw the attention of the farmer to the advantages of 
buying at home and helping employment, and point out that the United States 
is the greatest manufacturing country in the world and why should they buy 
abroad. So that, frankly, from my period of experience I would not like to 
build up a very big business on this side. 

Q. Would it not be the richest, most substantial and stable market in the 
world?—A. Quite, it is; but one would have to serve it from there if he is going 
to become any factor in it. 

Q. But, in the matter of tariffs; in all these other countries to which you 
have exported have you not been faced with similar conditions witk respect to 
tariffs and quotas?—A. Of course, they have done that. 

Q. So that that difficulty is always present in any large export business ?— 
A. Oh yes, you are always running up against that possibility. I think it is a 
little more marked in the United States, owing to what has been their general 
policy. We once did an enormous business in Australia. For 60 years that 
was one of our best branches, and in 1929 over night by reason of conserving 
the exchange in that case largely, they went through the line of implements, 
and the importation of implements of a kind made in Australia in any shape 
or form was forbidden. The duties on the balance were drastically increased. 
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That put this company in the position that it either had to leave the business 
it had cultivated for a half century or acquire a factory there or get out. We 
could not have our dealer carry on with half the line of implements or parts 
that they were used to. In our case we made the best deal we could with the 
largest local manufacturer. Now we do not ship to Australia more than about 
4 per cent of what we used to ship ten years ago. : 

Q. I notice, by the way, Mr. Russell, that you do not include McKay- 
Massey Harris?—A. No. We are a minority stockholder in McKay-Massey- 
Harris. That is shown as a stock investment and is not broken down. 

Q. Not as a subsidiary, no—A. I have this statement. I do not know 
why I could not find it before. The principal item, of course, is the reaper 
thresher. But last year we had our Batavia plant closed for economy reasons, 
or were only running to a slight extent. We shipped quite a number of binders. 
We also had a newer binder in Canada than they had in the United States, and 
we wanted to introduce it there before going into. manufacture; and we shipped 
some binders there. 

Q. Where would you ship the others to?—A. We would ship them to what- 
ever points they said, ship them perhaps to Kansas City or whatever branch 
called for them. 

Q. Would you market those through your American subsidiary?—A. Yes. 
We charged them to the American subsidiary. We also shipped quite a number . 
of mowers. We made the mowers for the United States in that year. 

Q. Could you give us, or would it be confidential, the exact number?— 
A. I do not mind. We shipped 565 binders last year. We are not doing that 
this year. They are making them now. We shipped 1,415 mowers. The reason 
for the mower is that we developed an entirely new mower using steel gears, 
using what we call the oil bath mower, which holds the oil in it like the trans- 
mission of a motor car. That was developed in Canada. We tried it for a 
year in the United States and shipped it from here before we started manufactur- 
ing it there. They are making them, with the exception of a very few, this year. 
You were talking about drills. Last year we shipped 320; the year before, 64; | 
the year before, none; the year before, 30. The rest are small items. 

Q@. Cream separators at all?—A. Yes. We do not make cream separators 
in the United States. I think that is the item of 491. 

@. 491 cream separators?—A. Yes. Not many. | 

Q. I should like to go back for a moment to the question as to why our 
Canadian companies have not sought larger export in the United States. It ~— 
is true, of course, that outside of the British Empire you would have to face 
the competition of the large American manufacturers in those countries?—A. — 
Yes. We would be very disadvantageously placed in the line of American 
business. The great American business in agricultural products would centre 
somewhere between Indianapolis and St. Louis, and Kansas City—in that ter- — 
ritory. The great number of American plants are located in that district, the 
Moline district; and we would be bringing steel and coal in, carrying it up to ~ 
Canada and shipping it back. While it is true they are free of duty, there is 
a charge for every customs entry, if it is only the smallest thing. It would 
not be feasible to figure on a business on such a basis. OR | 

@. I just cannot get this point. You have to bring your steel and coal 
up here?—A. To quite an extent. | 

@. And make it into machinery?—A. Yes. Hie 4 

@. And meet the International Harvester Company, say, in the Argentine? 
—A. In the Argentine? 

Q. Yes—A. Yes. Pe 

Q. Why cannot you meet them in the United States, if you get my point?— 
A. Well, there is a great difference. There is no prejudice in the Argentine — 
against us and we are able to compete. It costs us no more to ship to seaboard 
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in Canada for the Argentine—perhaps a shade less—than it does from the 


Harvester plant situated in the middle west. But United States as against 
Canada, it would be quite markedly different. ; 

Q. In the freight?—A. In the freight. 

Q@. Well, it would be in certain sections, but in others it would not—A. Well, 
in important sections. There are practically no important ones where it would 
not. | 

Q. I may come back to that a little later, but I think you have given 
the information that I would like to have. Now we will go on to your branches 
elsewhere than in Canada and the United States. You might just kindly read 
them into the record—A. Well, you want to deal with the French ones? What 
about Great Britain? 

Q. Just start in and give them?—A. I would rather start with Great 


- Britain. 


Wales... 


Q. All right—A. What would you like to know about that? 

Q. Give us the branches and where they are located?—-A. Well, the British 
business is now handled through Manchester where we have a large warehouse. 

Q. Yes?—A. And do a very moderate amount of assembling. We maintain 
two places for the transfer of goods, one in London serving the south of England 
and one, I think, in Glasgow. It is a self-contained organization. It is one 
of the nicest businesses we handle in that we carry over practically no goods. 
When we sell them to a dealer, they are sold. We sell to dealers. 
Q. It is in England you are speaking about?—A. England, Scotland and 


@. I notice in England, from the trade commissioner’s report, that a dealer 


- over there‘is allowed to handle a good many agencies for products?—A. Yes. 
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It is rather different that way. The exclusive agency arrangement which pre- 
vails in North America is almost non-existent there. If you go in to an imple- 
ment agent, he will sell you an International binder if you want one, or a 
Massey-Harris binder, if you want one. 

@. Would that not be a substantial economy in the method of distribution? 


.—A. I do not know. There is a great deal of argument about that. I would 


be interested in the opinion of farmers as to whether they think it would be 
better that way or not. I am quite sure that it would not be as well done. I 
do not think it is applicable to Canada. That is only my opinion. 

Q. Yes, certainly—aA. England is a small country. Everything can be 
delivered next day from Manchester to almost any point in the British Isles, 
and these dealers do not have to carry and could not carry stocks of parts 
to service, for example, Ruston Hormsby, Lister International and the whole 
eroups of goods they will sell. They just could not carry the parts, so they 
rely on us to carry the parts. That would not be feasible in Canada at all. 

@. Do you not do that in Canada, though?—A. Yes. But no dealer tries 
to carry Massey-Harris parts, International parts, Cockshutt parts, Deere and 
Oliver and so on. That is what he would have to do if he were selling all lines 
of the goods. 

@. But it just strikes me, if it was simply a mere matter of quantity as 
to whether there would not be a great saving of overhead?—A. If a man bought 
$25,000 worth of machinery in Canada from a branch or agency he would buy 
all Massey-Harris; and we carry there an adequate stock of Massey-Harris 
parts and we do not carry and cannot carry parts of others. If he bought 
~ $25,000 worth of goods, as in England, spread between International, Ruston 
~ Hornsby, Lister and the whole group of British manufacturers, he would not 
_ have enough parts of any of them to give service. That is not important with 
_ him, because over night he gets them from London or Manchester or Glasgow. 
'Q. As is required?—A. Quite. 
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By Mr. Cleaver: ! : 
Q. Do you not maintain parts depots all over Canada?—A. We do, but 
not in England. They buy their goods, their parts— 
Q. The fact that you maintain parts depots over. Canada would rather 


answer your argument in regard to the agents not having the stock?—-A. We | 


could not do it in Britain. ; 
Mr. Granam: Mr. Cleaver’s point is: Suppose you kept a sufficient 
number—we are not trying to say how many—of depots of supply throughout 
Canada. Then the dealer would be in the same position in the areas served as 
it is now by your transfer point, as the English?—A. No. We do not need 
the transfer point, except to start with. These three zones will give them the 
service just as fast as they want it. But I am speaking of the farmer outside 
of, say Dumfries who writes in for a part. He cannot get it from his dealer. 


@. He carries some?—A. Oh, some fast-moving parts. He will carry knife 


sections and things of that kind. He would not have any important parts 
there, because his business is divided between too many companies. So, con- 
sequently, the dealer wires in, and out comes the part and he gets it next day. 


In Canada our dealer does not handle anything but our parts, so we are able 


to stock him. Does that answer what you have in mind? 


By Mr. Cleaver: ; 3 
Q. No. What I had in mind was this: In Canada if you had depots all 
over the country, why could not the dealer wire your depot and not have to 
stock the larger parts?—-A. Well, I would be very interested in having your 
views on that. There is no subject, as a practical operator, that I would like 
to have discussed more than this very question of the carrying of spare parts. 


We are carrying spare parts at about one thousand points in the three prairie — 


provinces. It is a terrible expense. Nobody guesses right about spare parts. 


» You are bound to have far too many of some and run out of others. They 
have to be audited to make sure that the goods are there or that he is making © 
the return from them. It is a most costly business, and when I came into the 7 


business actively five and a half years ago, one of the things I said we were 


going to cut down was this cost of distribution. I took the ground that many. 
of these points which were about ten miles apart, just an hour’s drive with horse © 
and buggy were unnecessary now that we have motor cars. I was going to. 
reduce these from three or four, to one. Now, I have not been able to do it. 
for a number of reasons. First of all, a territory that has not been looking - 


any good for four or five years suddenly blossoms out and, does a good business, 
and should not be left without an adequate service there. Consequently, if 
you take away the agency from the man who has been handling your goods, 
he loses his means of livelihood, and this creates a new problem. What does 


he do? He gets some other agency and start in our place, and our position is 


weakened. I have not been able to make much headway with this problem 
and if those of you who live in the west and have experience with it have any 


opinions on it, I would treat them with great respect, because we all regard : 


that as one of our major problems. 


By Mr. Graham: | 
Q. I notice, just to sort of round out that discussion, that in Holland there 


is one company which operates on a cash basis. Do you recall that?—A. — 


I don’t know the details about. that. 


Q. I notice that the trade commissioner reports a very substantial portion | 


of the business is going to that company because of the much lower price at 


which they can sell—A. Well, of course, the nearest we come to a cash business 
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is Great Britain. If all our business was like Great Britain, there would not 
be a lengthy argument as to how we did business. We sell to a dealer, and if 
he orders ten binders, he takes ten binders. That is the end of that. He pays 
for them in full whether they are sold or not sold. We do not carry over 
five per cent of our accounts at the end of the year in Great Britain. In look- 
ing over our statement the other day I saw that our losses over a period of 
years were about 75 of one per cent of our sales. Great Britain is the finest 
territory we handle from the standpoint of no waste, no notes unpaid, no stocks 
carried over to depreciate. If the business could be handled on that basis, it 
would be a lot better for both farmer and factory. 


By Mr. Thorson: 

@. Mr. Russell, you were speaking about the expense of distribution. Would 
it be possible to eliminate some of that expense if there was co-operation in dis- 
tribution between the various companies?—A. Well, that is one of those things, 
this co-operation business; you are damned if you do and you are damned if you 
don’t. It is very difficult to know just how to co-operate with your competitors; 
and up to now we do not, except to compete with him. It is one of the reasons I 
do not like to see the duty reduced. I do not like to see this Canadian business 
divided among eight concerns instead of four. ‘There are four concerns manu- 
fatcuring in Canada. There are four, large and important United States con- 
cerns, who were gradually getting pushed out of the Canadian market. It seems © 
a perfect tragedy on a morning in collection time to see eight men starting out 
with eight automobiles who have got to be paid by somebody, to collect accounts. ° 


By Mr. Graham: 
Q. Were they not always there?—A. They were gradually getting Jess and 
less important. 


By Mr. Thorson; 

Q. What efforts have you made in the direction of co-operation in the matter | 
of distribution?—A. None, I guess. I would be glad now, on that point, however, 
to discuss it. I think I did, once, when I came with the business and was green 
at it, go to Colonel Cockshutt who had been in it all his life, and ask him if it 
was feasible for them and us to join in a certain amount of co- operation, 
particularly on collections. 


By Mr. Perley: 

Q@. Is there any co-operation with the American companies in their own 
country ’?—-A. In the United States? 

Q. Yes.—A. Oh, no. 

Q. There is just as much cutthroat business in their country?—A. Yes, just 
the same. I had an opinion perhaps in a district one collector could collect’ for 
the Cockshutt and for ourselves, but there was a fear if it was a Massey-Harris 
man that the Cockshutt would not get an even break and so on; and ‘after dis- 
cussing it in a friendly way and trying to arrange it, nothing came of it. If 
anvone thinks it is feasible we would like to see it, because I have our figures 
for collection cost here the last few vears and I should like to give them to you 
shortly, if you have to have them. They are terrific; they are a terrible burden. 


By Mr. McLean: 
@. You said a moment ago there were four companies in Canada and ae 
in the States?—A. Yes. 
@. I.can think of only three in Canada at the present time?—A. The Deere 
company is not a large manufacturer in Canada; they have a plant. 
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Q. What were the three you had in ee T had in mind the Inter- 
national Harvester, Cockshutt, Deere and ourselves. Deere PG some of the 


goods. 
By Mr. Johnson: 


Q. You spoke of a system for doing business in the Old Land?—A. Yes, 

Q. Under that system are you able to sell your machines at a lower cost to. 
the farmer than you are in this ‘country ?—A. Well it does not work out that way 
because, of course, there are expenses of shipping. I have the actual figures here. 
Can you tell me what they are Mr. Dingle? 

Q. I was not concerned so much about the actual fieiheetoea We might as 
well give them to you when we have them. Again exchange enters in. The 
pound has been down, as you know, to $3, and up to $5 and something. At 
the present time it is pretty close to ‘$5. Let us take our No. 33, 18 section ae 
bath mower. We deliver that to the customer’s station in Outure at $103; 
Great Britain it is $128.96. I have the other figures for Durban and New Zea: 
land. We do not sell mowers in the Argentine. 

Q. The same mower?—A. The same mower, made in the same factory. 
Then, take the binder. That sells in Ontario for $247. 50 and in Great Britain 
$306.60. The price is higher in Durban and New Zealand. We sell very few 
binders in the Argentine. Others are in about the same proportion. As you 
see, these have to be shipped and unloaded in warehouses over there. 

Q. My point was this, Mr. Russell, if you adopted the same system of 
distribution in Canada that you had in the Old land, under that system would 
it be possible, to sell machines at ‘a materially less cost?—-A. Either that or 
we would make some money. We are making money on our English business 
and have consistently lost money on the Canadian business for the last six 
years. I think we first of all would endeavour to get into the black figures and 

then it would result in lower prices. 
Q. That would indicate there is something wrong with the distribution 
system in this country?—-A. I don’t know. Nothing has a keener interest for. 
us. The binder season is very short, about a month. We have to be ready. 
We must not fall down on the farmer in having the product; we must not fall 
down on parts. He has not the money to pay for it; that is all right. And the 
dealers are having a difficult time. Under those conditions I do not know that 
there is any way that we can serve western Canada particularly at the moment 
other than the way we are doing. We carry parts. The farmer cannot pay 
cash for the machine and if he does not get the machine he cannot cultivate : 
his land. 

Q. Suppose the inducement to pay cash were greater; that is, the man buy- 
ing for cash would get a substantially better price?—A. Now, we have tried 
that. 

Q. You would have a greater aula of people paying cash I ae 
so. We have started with the province of Ontario. We are selling them — 
parts at a lower price than they could get by our carrying the parts for them — 
and giving a commission.. If that works we are going to extend it. I am sure 
over a long pull cash would result in bigger discounts; a bigger discrimination — 
would result in a more cash business. We made quite an experiment in fats 
in the years 1932 and 1933. I have the figures here. 


By Mr. Thorson: 


Q. It was not a very good year for experiments?—A. No, although te 
believe 1t was a good year for the farmer in a way. It was in ‘the very lowest 4 
period of sales. Judging by what the charts show what the farmer buys and — t 
pays for and what he gets, the years 1932 and 1933 were the lowest. And we | 
offered that year in Canada and in no other territory in the world, a 10, Pet é 
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cent discount below the ordinary cash price on our implements; 10 per cent on 
any payment he made in the year, and we allowed a 10 per cent discount on 
bills receivable and interest. We carried that for two years in Canada only. 
The amount that that came to as a contribution towards that situation was 
$469,000, nearly half a million dollars. The sales, of course, as everyone knows, 
were disappointingly small; they were the smallest of any period in the com- 
pany’s history for years. But we are not discouraged about that. I listened 
to the discussion here the other day. Some of the committee thought there was 
not enough inducement for cash. Some of them thought the amount we were 
charging for time business was too high. I don’t know who is right. We 
are doing what we think is right, and that is my answer to it. If one would judge 
from the experience of 50 years in Canada we are about right. For many many 
years the farmer paid his accounts well. He admitted his responsibility and 
he paid for it. For five or six years he has not been able to. In some cases 
the moral risk has not been so good. The prices we are charging to-day for 
time business measured by experience of the last six years, is too low. There is 
not enough difference. I do not know how the rest of you feel, but we have 
faith in western Canada. We feel that it is going to come back, and the 
- extra amount we are charging for time sales is based on the hope and belief 
that over the long period we will return to better conditions. Whether we are 
right or not, I do not know. I would be glad to have anyone say we should 
charge less or more. We are doing what we think is right; we may not be. 


By the. Chairman: 
Q. On your time sales, what responsibility rests on the local agent ?—A. 
None, so far as his having to make it up is concerned. He is not an endorser. 

Q. With regard to his commission?—A. With regard to the commission, 
the practice is the local agent is held responsible for the portion of his com- 
mission covered by the unpaid balance of his sale. That is, if a man buys a 
machine and he pays $50 on it, and then falls down on the balance of the pay- 
ments the agent only receives his commission on the $50, although he may have 
been paid his commission on the whole thing originally. 

Q. He is charged back?—-A. He is charged back with the other amount. 

Q. Suppose the machine is resold? 

Mr. Lee: He gets commission on the resale. 


By Mr. Mitchell: | 
Q. Who absorbs the trade-ins?—A. The agent. He sells the trade-in 
machines. 


By Mr. Donnelly: 
Q. You have agents who assist the local agents as well?—A. General agents, 
yes. | 
By Mr. Perley: 
Q. Coming back to the tractor business, when did you discontinue making 
tractors in Canada, what year?—A. Somewhere around 1923 or 1924. . 
Q. Why did you discontinue?—A. Well, it is pretty difficult on our small 
market to build a machine like a tractor with no tariff on it; I think it is impos- 
sible. To-day we should like to build a tractor in Canada. As a matter of 
fact, the Cockshutt company and ourselves during the past year considered 
whether in the interests of standardization, quantity and so on, we could get 
together on a tractor in which a lot of the essential parts were the same. and 
make it. We concluded we could not; that the volume was not big enough in 
_ the Canadian business alone even with the two companies. They are buying 
_ American tractors, and we are making ours in the United States. 
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By the Chairman: 
Q. You did make a tractor in 1923?—-A. Yes, known as the Massey-Harris 
tractor. It was a copy of an American tractor and we PE it in Canada. 


By Mr. Perley: | | 
Q. Was it not practically the Wallis tractor?—A. No, it was the Parret 
tractor, called after a man, and we made it in Canada. We should like to 
make a tractor in Canada, because we would enter the British market free, 
where we have to pay a duty on the American one. There are two or three 
other places it would be an advantage. It is possible the two companies could 
get together when business comes back, but to-day we cannot get together, 
because business—I don’t need to tell you that—is still pretty small. Our 
business dropped off to less than 25 per cent of what it was in all lnes. It is 
now back to about 50 per cent. If we can return to the figures of the sales 
from 1925 to 1930 in the years to come, it might be worth while for a couple 
of Canadian firms to see whether they can co-operate in making an _Empire 
built tractor. 


By Mr. Perley: 

Q. The Americans have a pretty good business in tractors to- ree the J. ohn 
Deere company ?—A. Oh, excellent. 

Q. Owing to the free entry of tractors below $1,400, and that keeps you 
out of the Canadian market?—A. We are in the Canadian market; we import 
them from the United States. 

Q. I am talking about manufacturing the whole implement in Canada?—A. 
That is a highly controversial subject, and I do not want to get into it. We 
have not thought it was practical to do it. 


By Mr. Cleaver: 
Q. You were going to give us your collection costs a moment ago, Sen 
you were interrupted. Would you care to do that now? 


By Mr. Ward: 

(. Before we pass from the company sales, I should like to ask this ques- 
tion: Did your company offer at any time any real encouragement to the 
farmer to pay cash?—A. You were not here when I spoke about the cash price 
less 10 per cent discount? 

Q. That was on the part payment plan?—A. No, on anything. 

€). Surely you could have offered more than 10 per cent for a complete 
settlement in cash?—A. I do not know how. 

@. There is a point there?—A. You cannot force your time payment buyer. 
Somebody held us up the other day and said we were charging 18 per cent on 


money. I assumed he must have figured it out, and he must be right. Now, the a 
most important thing to-day in western Canada is not the price of the coods, mi 


it is being able to cet the goods to the man that has not got them. That is 
my firm conviction. What good is it to a man to offer a binder to him for 
$200 instead of $275 if he has not got the $200? Is not that the position in 
western Canada? 

Q. Are we to understand that there is only 10 per cent of a diferanee 
between time and cash sales?—A. I shall give you the prices here. The cash 
price on a binder in Winnipeg is $270; on one October pay—$278, and he pays. 
interest also at 7 per cent—on the money that is not paid. That is $8 plus 
interest on the money that he has actually borrowed. If he takes two Octobers 
it is $8 more again—#286. I do not know if any of you have any conclusions ~ 
about this. It would be very aa dial: to all of us in the industry. That 1 16cm 
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about where we think we can justify it. A man is paying $8—and, remember, 
on that too he may buy the binder in July and he pays interest on two-thirds 
of it from July to October—that is interest at the regular rate, and he pays 
$8 more. 

Q. Suppose—I put this question to the International people the other day— 
that you could divorce from your mind entirely all thoughts of time sales, what 
could a binder be sold at if they were all sold for cash?—A. It would be definitely 
lower than present prices; it could be definitely lower than present cash prices. 

Q. More than 10 per cent?—-A. More than 10 per cent? Well, I am inclined 
to think if you could count on that going right along it would be lower than 
10 per cent. " | ; 

Q. It would not be 25 per cent or 30 per cent?—A. Oh, no. 


By Mr. Perley: 
Q. The volume of business would not be as great?—A. That was pointed 


out, it was qualified the other day in that hypothetical question: suppose you got 
the same business? 


By Mr. Ward: | 
Q. You think in the long haul you would not get the same amount of 


-business?—A. Do you come from western Canada? 


Q. Yes.—A. Do you think we would? 

Q. I know many farmers who started as homesteaders and always paid 
cash. 

Mr. DonneEtty: I think we have altogether too much time and credit. 


Mr. Warp: I think so too. 


By Mr. Leader: 

Q. Did I understand you to say that you had given a privilege to the buyers 
of machinery during the last few years of a 10 per cent reduction below the 
cash price?—A. That is correct, yes. 

Q. And it was not very successful for the reason that the farmer did not 
have the money to pay. The question I would ask is, have you considered, or 
do you still extend the same privileges to the farmers of western Canada at the 
present time?—A. No. 

The Cuamrman: In order to keep the record straight, that was for a limited 
period, was it not? 

Witness: For two years. 


By Mr. Leader: 

Q. I understand that. I am about to suggest this: don’t you think it would 
be good business to extend this privilege to the farmers when times are such 
that they can pay cash—that you could do some business. You admit that you 
could not do it in the last few years on account of not having money, and yet 
you express faith in western Canada and believe that, perhaps, times will get 
good in western Canada and farmers will be able to pay. I suggest it would be 
eood business on your part and on the part of other machinery companies to 
extend this privilege to farmers in good times when they can pay for what they 
want instead of just holding out this privilege which cannot be accepted because 
the farmers have not got the money. I suggest that you continue this business 
of allowing the farmers a 10 per cent reduction below cost price if they can pay 
cash?—A. I would like, of course, to do it but, unfortunately, in the figures we 
have the cost of making and distributing just make it prohibitive. We have 
lost over a million dollars a year for the last five years in the Canadian business 
alone. It has got the company practically to a weakened position. 
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Q. You feel it is good business of the company to withdraw that privilege 
of 10 per cent?—A. I think we had no option. I may be wrong, but I think 
we had no option. : 


By Mr. Donnelly: | 


@. With regard to the tractors you are referring to, you said you would not 
make tractors in Canada because of the limited market. How many tractors 
would you have to make in Canada in order to make money and sell them at 
the price you are selling them now?—A. Oh, I think we ought to have a business 
of about five thousand a year. . 

Q. How many do you sell now?—A. In Canada? 

Q. Yes—A. We will not sell a thousand. - | ner 

Q. If you were going to manufacture only a thousand and sell them in 
Canada, you would have to get a bigger price?—A. Yes. That is what I am 
afraid of. | 

Q. Therefore, you would have to have a duty?—A. Yes. ; 

Q. What would you have to sell a thousand dollar tractor for?—A. It 
would be higher. Vas 

Q. The only method by which you can make a tractor would be to get a 
bigger price for it?—-A. You are, perhaps, familiar that the legislation of 1930 
provided for a tariff on tractors which would be imposed if some manufacturer 
came along and was in a definite position to manufacture in that way. I have 
never felt yet it was quite economical on the size of the market we had to try 
to take advantage of that. It would take a very big cash investment, and 
speaking for our company, I thought we had plenty of hay down and had better 
get some of it in. 


By Mr. Cleaver: 


Q. Could we have the collection costs that you have been going to give us es 
now?—A. Our collection expense of the last ten years has been $2,500,000. 


By the Chairman: 
@. Is that the expense of collecting?—A. Collecting. 


By Mr. Donnelly: 


Q. For collecting how much?—A. We collected by that effort $23,000,000— 
an average of 10-7 on the collections; and that resulted from net sales of ve 
$78,000,000. The cost of collection was 3 per cent of our sales, cash and time, 
and 10 per cent on the cash collected. ; 


By Mr. Cleaver: 


Q. Have you the figures over the last five years?—A. Yes. I will add_ “J 
that in the six years we wrote off— | SMe hae 

(). I will come to that in a minute if I could get your collection costs over 
the five year period —A. Mr. Cleaver, there is just the difficulty—I do not know 
whether our figures will tell you what you want, in this way, that our collection 
costs, say, in 1933 relate to collection costs on paper of all preceding years still 
not collected. So it is very difficult to relate these. This ten year-period— 


you take ten years—and say there were about five years of very good sales and _ 


five years of very bad ones. aa ee 
Q. Five years of normal and five years of abnormal sales?—A. Five of 


abnormally good and five of abnormally bad. When you get to five years, if “4 


you are going to relate them to the sales of the same period, I think you are — 
unduly hard on the business done in that five year period. \ AE eG 
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By Mr. Fraser: 

Q. Are you referring to Canadian business alone?—A. Yes. 

Q. Can you take your figures, say, on a binder at $278 and break it down 
in manufacturing costs, overhead, cost of collections, cost of write-offs for bad 
debts, so that we can see a break-down of certain figures?—A. Yes, I have it. 
I have it also not only for the binder, because the binder is only one implement. 
I think the comptroller has it for twenty-five respective machines. | 

Q: May I interject that whether it is a binder or a tractor or not we all 
know that the ultimate cost is made up by about five different factors. Now, 
T understand that what Mr. Leader is trying to figure out is where the cost is 
excessive or where the price is excessive. It must be in one of the factors, 
whether it is manufacturing or bad debts or distribution or whatever it is. 
Have you got a break-down of the figures so that the committee would know 
where to put their finger on the discrepancy?—A. Yes, I have that here, Mr. 
Fraser. Answering Mr. Cleaver, during the last five years shows a collection 
cost of $993,000. 


By Mr. Cleaver: 
Q. And the percentage?—A. And the cash collected in that period was 


$7,600,000, and the percentage 12-3. I do not think there is any use in trying 
to relate them to sales. 


Q. No?—A. Because I think it. would be unfair. 
Q. Have you your losses through bad debts in the last five years?—A. Yes. 


att! know that by heart. That is $1,557,000. It is six years. 


By Mr. Donnelly: , | 
Q. Have you the eastern business separated from the western?—A. Yes. 
Q. I would like to have that? 


By Mr. Cleaver: 

Q. And what is the percentage of losses?—A. If you related that to sales, 
the relation to it of the ten year sales was 3 per cent. 

_Q. Have you the relation to the five years?—A. Oh, yes, I have. I did 
that last night, for six years, $28,000,000 of sales, and add that loss, 5 per 
cent—5 per cent on bad debts, and 10 to 12 per cent on the collection expenses. 

Q. And if you related it to the same governing factor as you related your 
collection cost; it would be closer to 20 per cent, would it not? You say your 
collection cost is $993,000, you lost $1,557,000, relating it to the same analysis 
figure there?—A. Yes, but— 

-Q. In order that the true relation in the final analysis— —A. The bad 
debts of one and a half million relate not to the $28,000,000 of business done 
in the last six years but to a tremendous lot covered from 19380, 1929, 1928 
and 1927—to relate them, I think, would be unduly hard on the business. © 

The CuHairMAN: Now, gentlemen, can we get back to where we were before 
this cross-examination started. Of course, I do not want to interfere with any 
questions. ‘ 


By Mr. Leader: 

Q. I would like to bring out a point here, following along the line of the 
questions I asked a moment ago. You state, Mr. Russell, that the cost of 
collection for the last ten years was $2,500,000?—A. That was for ten years. 

‘Q. Yes, I said ten years; and that your losses for five years were $1,500,000? 
—A. In six years. 

Q. In six years. Those added _ together, including the cost of collection, 
would make a loss of $4,000,000?—A. Right. 

Q. And you have collected $10,000,000 over the same period? That would 


indicate, if those implements were all sold on a cash basis and there were no © 
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losses or no costs of collection, you could sell them for 40 per cent less than 
you are now charging?—A. First I would try to avoid this $1,000,000 a year 
loss. Perhaps you would not blame me for that. 

Q. Yes, but it is your contention that you should charge for these imple- 


ments a high enough price to take care of the loss that your company has 
suffered?—-A. No. We have suffered them. The main answer to this— I do not. 


think the main answer to this is going to go to any one place any more than 
the answer to the farmers’ problem is going to any one place. We thought we 
had to get back in 1936 to the prices we charged in 1930, as one step, and our 
prices have been slightly raised all over the world. There is a continual bearing 
down pressure on cutting out expense at the same time and an attempt to improve 
costs of manufacture with improved equipment. And, after all, the biggest 
result of all is going to come when your men are getting prosperous and are 
buying as you ought to buy. Now, we are going to have to work together on this, 
and in a short time; and I think our greatest contribution remains still to have 
confidence in Canada agriculturally and to loan you money when—not you but 
the farmers—when nobody else will loan them money, because we have some 
facilities to realize on his asset—the used machine and the repossessed machine— 
which the banker or other loaner could not realize on. Practically I think 


that is the answer. We will work together—I may be wrong—I have confidence 


that in two or three years we will work it out together. 


By Mr. Fraser: 

_ Q. On that point. As world conditions improve, following your synopsis, 
prices are going to increase; prices of your raw materials are going to increase, 
labour costs are going to increase; naturally you are going to have increased prices 
of farm implements?—A. We are afraid of that. 


By Mr. Johnston: 


~Q. You may have increased volume; how would that affect cost?—A. 


I would just like to show you three things that have a relation to cost. People 
use the word cost as though it were a definitely ascertained item. You can 


no more ascertain the item of cost with respect to a particular implement than — 
can the fellow who tries to say what it costs you to raise a bushel of wheat. . 


You men know what a fool question that it. You may have some estimate 
of what it will cost you to raise an acre of wheat, but when it comes to the cost 
of raising a bushel that is quite a different matter. Now, the ordinary method 
of getting the cost is as follows: everything that is direct, definitely allocated 
to the making of the implement in the shape of material is one item, that is the 
material; and the next is what is called direct labour, that is the direct labour 
of the man who actually works on the making of the piece or the assembly; 
then the balance is the overhead, and that includes the sweeper, the inspector, 
the foreman and the foreman’s clerk, insurance, taxes, oil, belts and pulleys 
and all these miscellaneous things that it is very difficult to allocate and say 
they belong to this. a 

Q. That is the manufacturing overhead?—A. The manufacturing overhead, 
first. You then take these three, direct materials, and direct labour—and then 
you arrive at a percentage which by years of experience gives a normal rate of 
overhead; 100 per cent, or 200 per cent or 500 per cent. Now, that sounds like 
a lot, 500 per cent; but you take in a drop forge where there is very little 
labour, where the man merely holds the piece under a trip hammer, and where 


you have all your overhead in a very expensive type of machine, and you 


vet that result. Anyway, you arrive at the average. In 1935 on the 25 machines 
we estimated the cost using the normal figure of $1,859—that was the straight 
factory cost. Now, the actual factory cost was not that, it was $1,859 plus 


$62. To this must be added the cost of engineering expense, interest on _ 
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borrowed money, administrative expenses, branch expense and other similar 
charges, with the result that at the end of the period our total costs were 
increased by $603.40 over the estimated or normal cost. Now, our prices are 
set not on the actual cost—if in our list of 25 implements we did not make 
provision for that $603 we would either have to go out of business or increase 
prices. After that there is another tremendous uncertainty. By the first day 
of May in each year—and it applies similarly to other implements—the presi- 
dent of the company must decide how many binders are going to be made 
for the western Canada trade. At that time the seed is not in the ground, but 
if he is going to have them that is the last day he has on which he can order 
them. We have sold over 10,000 binders in Canada in a year, and we have 
sold less than 1,000. Some of us (Mr. Lee, the general manager, and I), have 
to determine how many we will make. We will say that we decide to make 
5,000 binders for this year and then the cost—lI will just give you a case that 
happened last year. We shipped binders to a dealer in a territory who said 
he had 33 sold the day the machines came out, but a man goes out into his 
field and sees it full of rust, with the result that we only delivered 3 out of the 
33. Now, suppose that out of the 5,000 we make we only sell 2,500 and carry 
the other 2,500 over until the next year, with interest and insurance, and if 
they are stored out of doors as they sometimes are in local agencies they have 
to be cleaned up and reconditioned next year and that adds to your cost by 
some 12 or 15 per cent. So that when we speak of cost you will understand 
that cost is no more relative with respect to an implement than it is with 
respect to a bushel of oats or wheat. 

The CHARMAN: It is getting on towards one o’clock and if Mr. Graham 
has any other points he wants to clear up perhaps he would proceed with them. 


Mr. Warp: I think this is quite the most fundamental contribution which 
has as yet been made to our deliberations. 
The CHarRMAN: Very well, if the committee wish. 


Mr. Warp: If I gather anything from what Mr. Russell says it is that 
they are suffering from lack of business, that they are not making enough 
binders or drills and all the rest of them. And one of the main reasons why 
they are not is because a growing percentage of our farmers are becoming 
business farmers. As Mr. Russell says, they are not buying, and they are 
not buying because they are business people and know that they cannot pay 
for them. In my own neighbourhood where there has not been a crop failure 
for 45 years we are not buying binders, we are not buying drills, we are not 
buying ploughs, because we cannot pay for them. An increasing number of 
farmers are taking an inventory of their business and they know they cannot 
pay $280 for a binder. I have been in need of two binders for my farm for the 
past six or eight years, and I have not bought them and have no intention of 
buying them because I know that the returns from my farm will not pay for 
them; and whether it is a binder, or a drill or a plough, the farmer to-day 
is not going to buy until he knows he can pay for them. And, there is the 
point. I think we must by some means or other find a way to get cheaper 
machinery. Thousands of farmers who have not had crop failures in recent 
years feel just the way I do about it, we must have cheaper machinery or we 
will not buy it. | 

Mr. Donnetuy: I would just like to ask one question: When the auditor 
made a statement to us some time ago we were told that questionnaires had been 
sent out to the different companies and they were to be returned to us here and 
the replies I presume were to appear in our report. I understand that a number 
of these replies have been received. Are they going to be made available to us 
so that we will have them printed, or are they to be distributed, or what is to be 
done with them? 
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‘The Cuarrman: The examination which is being carried on at present is 
based on these questionnaires. I do not think it is necessary to have them 
printed in our record but they will certainly be filed with the committee together 
with the replies. They are the property of the committee and if they are filed 
with the committee they will be available in case we do not finish our work at 
this session. , | 


By Mr. McLean: | : . 

Q. I would like to ask a question. JI did not get a full answer from Mr. 
Russell. In speaking of the price of binders in Winnipeg you said: that $270 
was either all cash, or two-pay?—-A. That was the cash price, and the $278 
was the one October. | 

@. Did you say $278 was one pay?—A. That: was part cash and the balance 
in the following October. 

Q. The all cash would be one-pay; and I wanted to get the two-pay and 
the three-pay ?—A. That would be $270, $278 and $286. 

Q. The $270 would be all cash. The $278 would be two-pay?—A. One-pay 
—the balance in one payment in October. 

Q. Yes, the $270 is all cash?—A. Right. 

Q. The $278 is two-pays?—A. Mr. McLean is right; he deposits his money 
when he buys the machine and makes another payment the following October. 

(). And the $286 is the three-pay price; the deposit and two payments?— 
A. We call it two-pay. | 

Q. I know, but I want to get it accurately?—A. Quite. 

- Q. What would the first payment be on a two-pay purchase?—A. $90. 

@. The cash would be $90?—A. It would be 40 per cent on the binder. 

Q. 40 per cent of $278 or $270?—A. It would be on $278. | 

Q. That would be $111, and the balance would be $167; so that there is 
only $8 of a difference?—A. Plus the interest on the $167. 

’ Q. Plus the interest, of course; but the principle involved is that the farmer 
only gets a discount of about 4 or 5 per cent?—A. Yes, that is on short time. — 

Q. But then, the risk of not getting paid is almost as great as if he promises 
to make it in two falls?—A. What is happening now, unfortunately—in the 
old days we used to sell binders, our agents sold them all through the year in 
great volume—but owing to this very unfortunate experience of the last five 
or six years the farmer is waiting now till he knows whether he is going to need 
a binder pretty well. ae 

Q). True?—A. And then when he has bought one—I have in mind this — 
particular territory where we had 83 sold and finally delivered only 3. 7 wanes! 

Q. That is right?—A. Our dealer insisted that we have these binders out ab 
his delivery point. 

@. Quite so, but I wanted to get that information. There is one other i 
question I would like to ask before we leave this. Mr. Russell, you told me ; 
that the practice in Britain was that of selling to dealers who had reasonable “i 
financial standing who took them off your hands and sold them with the result 
that you had no more trouble with them. Has it ever occurred to you, or would 4 
you now consider it as perhaps desirable for the future, to apply that system 
in Canada—not in the last five years when the farmer was only getting 20 Fe 
cents a bushel for his wheat, but say down to 1930 when many farmers were 
quite able to pay if they were in need of implements. Do you think it would 
be possible to sell either through a co-operative agency or through local 
agencies, or would it be wise in your opinion to build up the kind of trade in — a 
Canada that you have in Great Britain?—A. That co-operative stuff as you 
know has been tried quite a few times here with rather terribly poor results— a 
but where the dealer is sound—I have not lost hope of our being able to work me 
towards that—the dealers being sound and able to assume the responsibility 
of carrying on their own financing. eae ; AC ee 
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@. You have given that some thought for quite a few years?—A. We have. 
Mr. Ward asked a question that gets right at the bottom of things. No one 
realizes this more than we do, the absolute necessity of some improvement in 
the farmers’ position. You have seen the two curves in the chart which was 
submitted to you, and you noticed back a piece where there was a terrible spread 
between the farmers’ price and this; that is drawing together, and there was a 
period some years back when they were together. I hope they will get 
together again. Now, the implement company can make some contribution, 
and I am a firm believer that we as manufacturers if we are going to exist 
are pretty nearly faced with two or three definite conditions; that we are going 
to have to pay more wages, we are going to have to make increasingly better 
goods, and somehow or other we are going to have to try to serve the farmer 
at less cost to us. Those are some of the things we have got to do, but there is 
only a certain distance we can go. I do not see how we can go further under 
present conditions when you consider this: The greatest market in the world 


is-the United States and the printed report of the American production shows 


that they made in one year $320,000,000 of goods. Now, that is as much as 20 
years of business in Canada for everybody here, including the Harvester com- 
pany. $16,000,000 is about what we have been running for the last five or six 
years; or, take it on the biggest period we have had, when I think we ran up 
to about $40,000,000—was it? 

The CHAIRMAN: Over $50,000,000 I think. 

Witness: In one year they sold more than we do in five. Conditions are 
pretty bad for a company serving Canada; and yet to-day our prices on Cana- 


dian made implements are not very greatly different from those in the United 


States. I was surprised myself to find that they were so close. We can do 
something; but when we talk about figures—like big percentages—I am afraid, 
and I say it with regret, that does not enter the picture. eae 


By M , Fraser: 


Q. May I ask just one question. You are now going to divide the market, 
as you said a little while ago, among eight different companies instead of four?— 
A. Yes. 

Q. In the Canadian market?—A. Yes. 

Q. Is that going to have the tendency to increase your cost—I am not talk- 
ing about price—of distribution, collection costs, and general overhead between 
the set manufacturing cost. of the machine to farmer?—A. Well, it is my 
view, and that is why I feel so badly about it, that it is inevitable, with four 
other companies competing for a market which is circumscribed to a certain 


amount, that each will get a share of that market and therefore the four of 


» hee 
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us will each have a smaller share, and it will tend somewhat to increase the 
factory cost, the administration and sales costs, the distribution costs, and 
the collection costs, expressed in percentage of volume of business done. 

Q. And ultimately the cost to the buyer?—A: And ultimately, I am afraid 
it will make it more difficult for us to reduce the price. : 


Mr. THorson: Unless you get together. 


By Mr. Needham: 


Q. Following up what Mr. Ward said regarding the situation of the farmer 
with regard to buying machines, there is a serious situation there?—A. Yes. 

Q. There are more farmers actually taking inventories to find where they 
stand at the end of each year than ever there were before; I think I am safe 
in saying in the district I come from there is not 5 per cent of the farmers with 


full equipment or anywhere near what you would call full equipment of ma- 


chinery ?—A. Quite. 
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Q. And on alkene with them aie year parental eo oe find they do 
not know what to do; they cannot see any daylight ahead to go and invest 
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another two thousand or three thousand dollars which they should apie 4 


Yes. 

@. There is just one of two things to do. They are just going to carry on aS 
long as they possibly can, tie their machines up with binder twine or baling 
wire and so on and reduce their crop or something. ‘They are just at their wits end. 
They will not invest or go into debt?—A. Of course, my experience of many years 
in manufacturing—and I may say that we just watch the crop reports and the 
conditions with the same interest as you do—is that things never turn out as 
good as you think they are going to in good times; and they never turn out as 
bad as they look as though they might; and that somehow or other the people 
who keep on sweeping the street in front of their door and doing the job, ulti- 
mately, some way, in a way you could not foresee it, come through; and I think 
we will do that yet. 

Q. What do you think is the basis of your manufacturing for the coming 
year? You know your average being sold year by year, and know that in the last 
six years anyway the percentage has dropped so much; you must have a fair 
idea as to what machines are normally required. I know when I was an agent, 
I kept a ledger; I knew, when a man had bought a plough, in so many years ‘that 
man was in ‘the market again for a plough, and could tell every day where to go 


for a sale?—A. I went down recently to Weyburn, and in that district in 1934, 


after five years of crop failure the question was, ‘How long should we go on 
carrying parts and an organization and servicing that territory? Should we 
pull out?” I went down there. I came back. I could not recommend pulling 


out of that country. Nobody could; because nobody could tell to-day within ~ 


50 per cent the number of binders that will be required in Weyburn, Arcola and 
Shaunavon districts. We may have a crop like that old crop that built those fine 
old farm homes out there, and we may have another wash out. Who can 
guess it? : ) 

(). What percentage increase has there been in your parts sales in the last 
five years compared with the five years previously?—A. None. © 

@. No increase in parts sales?—A. No. Machines are being built better 
and the parts sales are not as big. 


Mr. Spence: They are more durable, and do not wear out as quickly. 


mittee? 
Mr. McLran: I move we meet at four o’clock. Ke 
The CratrMan: It is moved that we meet this afternoon at four o’clock. 
Mr. McLean: And go on with the examination. 


The CuarrMan: It has been proposed that the committee rise now and meet 
again at four o’clock this afternoon. Is that agreeable? 


Some Hon. Members: Agreed. 
The CuHatrrman: Then we will meet at four o’clock this aiternoon. 


The Committee adjourned at 1.05 p.m. to meet again at four o’clock. 


The CHArRMAN: Gentlemen, it is one o’clock. What is the wish of the com- 
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MINUTES OF PROCEEDINGS 
THurspay, June 18, 1936. 


The Standing Committee on Agriculture and Colonization met (in camera) 
this day at 11 o’clock, a.m. 


The Chairman, Mr. W. G. Weir, presided. 


Members present: Messrs. Bertrand (Prescott), Black (Chateauguay- 
Huntingdon), Bouchard, Cleaver, Coldwell, Donnelly, Dubois, Evans, Furniss, 
Golding, Graydon, Johnston (Lake Centre), Leader, Leclerc MacRae, McKenzie 
(Lambton-Kent), McLean (Melfort), McNevin (Victoria, Ont.), Mitchell, 
~ Motherwell, Needham, Patterson, Perley (QwAppelle), Robichaud, Thorson, 
Senn, Spence, Taylor (Norfolk), Thompson, Ward, Weir. 


In attendance:: KR. T, Graham, K.C., Counsel for the st 


The committee proceeded to consider a draft report prepared by the sub- 
committee. This draft report was amended and unanimously adopted as the 
- Fourth Report of the committee. 


On motion: of Mr. Johnston (Lake Centre), seconded by Mr. Dubois, 
it was,— ! 

Resolved—That the Chairman of the Standing Committee on Agriculture 
and Colonization be authorized to write the representatives of the Implement 
companies and others who have assisted the committee, advising them of the 
committee’s recommendation, to thank them for their ‘assistance and to ask 
for the continued co- operation in gathering and bringing up to date further 
information relative to the inquiry. 


The Chairman stated that in his opinion Mr. T. W. O’Neill, employed as 
Legal Secretary to the committee, should receive more than the $5 per day 
which he has been paid, in view of the fact that he has had to work from 12eto 
16 hours per day and on Saturdays, Sundays and holidays as well. 


Mr. Graydon moved, seconded by Mr. Johnston (Lake Centre): That T. W. 
O'Neill, Legal Secretary, for services rendered and overtime work done, be paid 
an additional $2.50 per day from March 21, 1936, until his services are no 
longer required by the committee. Motion adopted. 


The Chairman filed as Exhibit No. 14—One Copy of the Evidence of the 
International Harvester Company, taken in camera. 


Mr. R. T. Graham, counsel for the committee filed: — 
Exhibit No. 15—Questionnaire to implement companies. 
Exhibit No. 16—Replies from International Harvester Co. Ltd. 
Exhibit No. 17—Replies from Massey-Harris Co. Ltd., Vols. I, Il and III. 
Exhibit No. 18—Invoice of Cockshutt Plow Co. 
. Exhibit No. 19—Replies of Frost & Wood. 
Exhibit No. 20—Memorandum from Massey-Harris Co. re export business. 
Exhibit No. 21—Massey-Harris prices, f.o.b. factory, of various imple- 
ments from 1913-19386. 
Exhibit No. 22—Massey Harris Company’s Annual Report from 1926-1935 
| inclusive. 
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Exhibit No. 
Exhibit No. 
Exhibit No. 2 


Exhibit No. 
Exhibit No. 
Exhibit No. 
Exhibit No. 
Exhibit No. 
Exhibit No. 
Exhibit No. 


Exhibit No. 
Exhibit No. 


Exhibit No. 


Exhibit. No. 


Exhibit No. 


Exhibit No 
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23—Invoices for raw material—International Harvester iow 
Ltd. - 

24—Report of Lawson Shanks on Pate prices in 
Manitoba. : 

Report from W. A. Carrothers on implement prices in — 

British Columbia. 

26—Report from H. W. Cheney, ‘Commercial TAtelligence 
Service, Department of Trade ‘and Commerce, Ottawa, re 
implement prices in South Africa. 

27—Report from H. W. Cheney, Commercial Intelligence 
Service, Department of Trade and Commerce, Ottawa, re 
implement prices for United Kingdom. 

28—Report from H. W. Cheney, Commercial Intelligence 
Service, Department of Trade and Commerce, Ottawa, re 
implement prices for Argentine. 

29—Report from H. W. Cheney, Commercial Intelligence 
Service, Department of Trade and Commerce, Ottawa, re 
implement prices for. Holland. 

380—Report from H. W. Cheney, Commercial titel iene 
Service, Department of Trade and Commerce, Ottawa, re 
implement prices for France. , 

31—Report from H. W. Cheney, Commercial Intelligence 
Service, Department of Trade ‘and Commerce, Ottawa, re 
implement prices for Germany. 

32—Digest of Provincial Legislation of Alberta, Saskatche- 
wan and Manitoba respecting debt adjustment. 

33—Provincial Legislation and the Farm Implement Industry. 

34—Canada’s exports of cultivators and drills to United States, 
1925-1936. 

35—Report of Dr. isch on inquiry inte Changes in 
Quality Values of Farm Machines. 

36—Economic Effects of N.R.A—submitted by J. B. | 
Rutherford. : 


o¢—Package of sundry Ee arespondenee! 


25 


. 88—Decision of Supreme. Court of the United States re appeal 


of U.S.A. against judgment in favour of International 
Harvester Company. 


39—Progress Report of Auditors re compilation of statistical 
evidence. 


Mr. Thorson moved, seconded by Mr. Perley (Qu’Appelle) — 


That a vote of thanks be tendered the Chairman for his courtesy, con- 
sideration and patience in conducting the proceedings of the committee. 


The motion was adopted unanimously. 


The Chairman expressed his thanks to the committee, the Minister of 
Agriculture, the counsel, auditor, departmental officials and, the representatives 
of the Implement Companies for their co-operation and assistance Tar OER a 


the 1 inquiry. 


: 


The committee adjourned at 12.35 p.m. 


J. Dv DOYEE, 
Clerk of the Committee. 
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REPORT TO THE HOUSE 


FourtH Report 


The Standing Committee on Agriculture and Colonization begs leave to 
present the following as its Fourth Report. 


‘Your Committee has had under consideration a resolution referred to it by 
the House on March 2nd, 1936—viz,— 


That an immediate Inquiry be made by the Standing Committee on 
Agriculture and Colonization into the Causes underlying the high prices of 
agricultural implements, with particular reference to the advance in prices in 


- the year 1936. 


Your Committee has secured information by way of ucsonnire and by 
oral examination chiefly from three main sources:— 
1. Departmental Officials. 
2. Provincial Departments of Agriculture. 
3. Implement Companies. 


Under the powers conferred upon it your Committee has appointed Counsel, 
Auditors and assistants necessary for the conduct of the Inquiry. 


The Committee has held twenty-five sessions at which oral and documentary 
evidence was submitted to it by departmental officials, provincial government 
representatives and executives of implement companies. 


Due to the wide scope of the Inquiry and the voluminous character of the 


_ evidence presented to the Committee and having regard to the limited time at 


your Committee’s disposal, it has not been possible to complete the Inquiry as 
contemplated in the Order of Reference and to report thereon before prorogation. 


Your Committee is of the opinion that sufficient evidence has been adduced 
or suggested to the Committee to amply justify the continuance and completion 
of the Inquiry. | 


Your Committee therefore recommends :— 


1. That the Inquiry be continued at the next session of Parliament by a 
Special Committee of the House. 


2. That such Special Committee be appointed as early as possible after 
the commencement of the next session of Parliament. 


3. That during the coming recess of Parliament the government take into 
consideration the necessity of continuing such investigation as may be 
deemed advisable for such continued inquiry. 


4. That the records, exhibits and evidence filed with or taken by your . 
Committee be placed in the custody of the Minister of Agriculture and 
that such records, exhibits and evidence be made available to such Special 
Committee upon its appointment. 


All of which f respectfully submitted. 
W. G. WEIR, 
Chairman. 
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